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TO EXAMINE WHETHER CHARITABLE 
ORGANIZATIONS SERVE THE NEEDS 
OF DIVERSE COMMUNITIES 


WEDNESDAY, SEPTEMBER 25, 2007 

U.S. House of Representatives, 

Committee on Ways and Means, 

Subcommittee on Oversight, 

Washington, DC. 

The Subcommittee met, pursuant to notice, at 2:03 p.m., in room 
1100, Longworth House Office Building, Honorable John Lewis 
(Chairman of the Subcommittee) presiding. 

[The advisory announcing the hearing follows:] 
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2 


ADVISORY 

FROM THE COMMITTEE ON WAYS AND MEANS 

SUBCOMMITTEE ON OVERSIGHT 

FOR IMMEDIATE RE T, EA SE CONTACT: (202) 225-5522 

September 17, 2007 

OV-6 


Lewis Announces A Hearing to Examine 
Whether Charitable Organizations Serve 
the Needs of Diverse Communities 


House Ways and Means Oversight Subcommittee Chairman John Lewis (D-GA) 
announced today that the Subcommittee will hold a hearing to review whether tax- 
exempt charitable organizations are serving the needs of diverse communities. The 

hearing will take plaee on Tuesday, September 25, 2007, in the main Com- 
mittee hearing room, 1100 Longworth House Office Building, beginning at 
2:00 p.m. 

In view of the limited time available to hear witnesses, oral testimony at this 
hearing will be from invited witnesses only. However, any individual or organization 
not scheduled for an oral appearance may submit a written statement for consider- 
ation by the Subcommittee and for inclusion in the record of the hearing. 

BACKGROUND : 

There are more than one million tax-exempt organizations described in Internal 
Revenue Code section 501(c)(3). These organizations are required to be organized 
and operated exclusively for religious, charitable, scientific, educational, and certain 
other specified exempt purposes. They include, among others, public charities and 
private foundations. Currently, the assets of section 501(c)(3) organizations exceed 
$2.5 trillion. 

On July 24, 2007, the Subcommittee on Oversight held an overview hearing on 
the state of the charitable sector (^owth and size). At the hearing, witnesses testi- 
fied that the Federal Government is increasingly partnering with nonprofit organi- 
zations to address the specific needs of individuals and communities. Nonprofit orga- 
nizations often bring an in-depth understanding of a particular geographic area or 
special population and have access to underserved populations. 

The U.S. population (nearly 300 million) is becoming increasingly diverse. The 
U.S. Census Bureau estimates that approximately: 36.6 million Americans live in 
poverty; 100.7 million Americans are identified as minorities; 37 million Americans 
are age 65 and older; 106.9 million Americans live in urban communities; 116.8 mil- 
lion Americans live in rural communities; 41.2 million Americans have some level 
of disability; and 37.5 million Americans are foreign born. It further estimates that 
nearly 10% of the nation’s 3,100 counties have a population that is more than 50 
percent minority. 

FOCUS : 

This hearing will focus on whether charitable organizations are serving diverse 
populations and communities. The hearing will discuss: the extent to which philan- 
thropic dollars are being directed toward diverse communities; the actions tax-ex- 
empt organizations are taking to deal with issues and challenges that have arisen 
in identifying the needs of diverse communities; and the partnerships between gov- 
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ernments and charitable organizations that are needed to reach and serve diverse 
populations. The Subcommittee will hear testimony on why developing a plan to 
serve diverse communities is important and beneficial. 

In announcing the hearing, Chairman Lewis stated, “Charitable organizations 
play a key role in our country’s ability to respond to the needs of its com- 
munities, which have become increasingly diverse. We must do more to 
serve all Americans no matter where they live and match charitable re- 
sources with the needs of diverse communities.” 

DETATT.S FOR SUBMISSION OF WRITTEN COMMENTS: 

Please Note: Any person(s) and/or organization(s) wishing to submit for the 
record must follow the appropriate link on the hearing page of the Committee 
website and complete the informational forms. From the Committee homepage, 
http:llwaysandmeans.house.gov, select “110th Congress” from the menu entitled, 
“Committee Hearings” {http://waysandmeans.house.gov I Hearings.asp?eongress=18). 
Select the request for written comments for which you would like to submit, and 
click on the link entitled, “Click here to provide a submission for the record.” Once 
you have followed the online instructions, completing all informational forms and 
clicking “submit” on the final page, an email will be sent to the address which you 
supply confirming your interest in providing a submission for the record. You 
MUST REPLY to the email and ATTACH your submission as a Word or Word- 
Perfect document, in compliance with the formatting requirements listed below, by 
close of business Tuesday, October 9, 2007. Finally, please note that due to the 
change in House mail policy, the U.S. Capitol Police will refuse sealed-package de- 
liveries to all House Office Buildings. For questions, or if you encounter technical 
problems, please call (202) 225-1721. 

FORMATTING REQUIREMENTS : 

The Committee relies on electronic submissions for printing the official record. As 
always, submissions will be included in the record according to the discretion of the 
Committee. The Committee will not alter the content of your submission, but we 
reserve the right to format it according to our guidelines. Any submission provided 
to the Committee by a witness, any supplementary materials submitted for the 
printed record, and any written comments in response to a request for written com- 
ments must conform to the guidelines listed below. Any submission or supple- 
mentary item not in compliance with these guidelines will not be printed, but will 
be maintained in the Committee files for review and use by the Committee. 

1. All submissions and supplementary materials must be provided in Word or WordPerfect 
format and MUST NOT exceed a total of 10 pages, including attachments. Witnesses and sub- 
mitters are advised that the Committee relies on electronic submissions for printing the official 
record. 

2. Copies of whole documents submitted as exhibit material will not be accepted for print- 
ing. Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit mate- 
rial not meeting these specifications will be maintained in the Committee files for review and 
use by the Committee. 

3. All submissions must include a list of all clients, persons, and/or organizations on whose 
behalf the witness appears. A supplemental sheet must accompany each submission listing the 
name, company, address, telephone, and fax numbers of each witness. 

Note: All Committee advisories and news releases are available on the World 
Wide Web at http://waysandmeans.house.gov. 

The Committee seeks to make its facilities accessible to persons with disabilities. 
If you are in need of special accommodations, please call 202-225-1721 or 202-226- 
3411 TTD/TTY in advance of the event (four business days notice is requested). 
Questions with regard to special accommodation needs in general (including avail- 
ability of Committee materials in alternative formats) may be directed to the Com- 
mittee as noted above. 
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Chairman LEWIS. Good afternoon. The Subcommittee on Over- 
sight will now come to order. 

I want to thank each and every one of you for being here this 
afternoon. 

The hearing today will deal with the whole question of charitable 
organizations — whether charitable organizations serve the needs of 
diverse communities. Today the Subcommittee on Oversight is 
holding a hearing to explore whether charitable organizations are 
serving the needs of diverse communities. 

We have called this distinguished panel to help us examine 
whether there are better ways to identify, reach and serve all 
Americans. 

Our country is growing. It is becoming more diverse, and we are 
a better nation for that diversity. These are people who share our 
values and share our hopes and our dreams. It could just as easily 
be you and I in need, one illness, one natural disaster, one acci- 
dent, and we too could find ourselves in need. 

We must make sure that we meet the needs of our diverse resi- 
dents, our diverse population. This is not an easy task and we can- 
not do it alone. The Federal Government cannot be in every com- 
munity and the Federal Government cannot identify every commu- 
nity’s unique needs. This is the strength of nonprofit and charitable 
organizations. 

One thing is clear. Our resources and the resources of the chari- 
table community do not exactly match our needs. Sadly those with 
the greatest need are not always served. 

We must ask the question, how well do we reach our diverse pop- 
ulations. The next question we must ask is how can we do it and 
do it better. 

It is our challenge and our duty, our obligation, our mission and 
our mandate to serve all people in need. This is a social issue. This 
is a moral issue. This is American challenge. 

So, today we call you here to ask for your help, your suggestions, 
your recommendations. We want you to speak openly, candidly and 
be frank with all of us. So, don’t put your cards under the table, 
put them on top of the table, face up and tell us what we need to 
do and what we all should be doing. 

Now I am pleased to recognize the distinguished Ranking Mem- 
ber, my dear friend from Minnesota, Mr. Ramstad, for his opening 
statement. 

Mr. RAMSTAD. I thank my good friend Chairman Lewis for 
yielding and for holding this important hearing on the role of chari- 
table organizations serving diverse communities, a very important 
topic. 

As we all know, for many years the government, public charities, 
foundations, have been partners in helping those who are less for- 
tunate. We often talk about expanding the social safety net for peo- 
ple in need, but we also must be sure there are no gaps in the ex- 
isting safety net, that is diverse communities being served. 

Just last month our home state of Minnesota became a place of 
great need, as you all know from the press accounts. First there 
was the eight-lane bridge collapse over the Mississippi River. Then 
there were deadly floods in southeastern Minnesota. 
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Charitable organizations such as United Way, Red Cross and nu- 
merous others rushed to help victims of the bridge collapse, to help 
families in rural Minnesota cope with the floods. They donated 
time, money, goods, even their own blood. 

Ordinary Minnesotans joined the charitable organizations who 
provided the leadership in these efforts. But charitable organiza- 
tions are not only good in disasters, they also respond in huge 
numbers to the daily needs of people of every background. 

These are needs that too many of us take for granted, food, cloth- 
ing, housing, healthcare, decent job; the basic needs of human 
beings. I’m pleased that Byron Laher and Marcia Fink from Min- 
nesota are here today to tell us about how Greater Twin Cities 
United Way works with local charities to meet the needs of diverse 
communities. They do an especially excellent job of promoting the 
needs of diverse communities and serving those needs exceptionally 
well. 

I’ve worked with United Way for a number of years, and I cer- 
tainly appreciate the good work that Byron and Marcia and every- 
one at United Way, Twin Cities United Way, does. 

Byron, Mr. Chairman, is director of public policy and a jack of 
all trades, as he calls himself, at Greater Twin Cities United Way. 
He has also directed a narcotics rehabilitation program for Catholic 
Charities in Minnesota. So, he brings a diverse background of serv- 
ing people and is well recognized in our state as one of the true 
public servant leaders. 

Marcia Fink is director of basic needs at Greater Twin Cities 
United Way, and we thank Marcia for being here today. Marcia 
also has a long and distinguished career, Mr. Chairman, including 
15 years with the region’s largest chamber of commerce. 

Thank you for joining us, Byron and Marcia. Thank you, Mr. 
Chairman, for calling this hearing. I look forward to the testimony 
of this distinguished panel. 

Chairman LEWIS. Thank you very much, Mr. Ramstad. Thank 
you very much for your comments and for being here, being such 
a wonderful partner in this whole effort. 

Mr. Neal, would you like to make a statement, Mr. Richard Neal 
from the great state of Massachusetts, Springfield? 

Mr. NEAL. No. 

Chairman LEWIS. Thank you for being here, Richard. 

Now we will hear from our witnesses. I ask each of you to limit 
your testimony to 5 minutes. Without objection, your entire state- 
ment will be included in the record. I will have all of the witnesses 
give their statements and the Members will ask questions of the 
panel. 

It is now my pleasure and delight to introduce our first witness. 
Dr. Julian Wolpert of Princeton University. Thank you very much, 
sir, for being here. 

STATEMENT OF JULIAN WOLPERT, Ph.D., 
PROFESSOR EMERITUS, PRINCETON UNIVERSITY 

Mr. WOLPERT. Thank you for asking me to participate. I want 
to congratulate the Subcommittee chair, the Members and staff for 
their decision to focus on the important issue of charitable respon- 
siveness to diverse communities. 
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The topic of American generosity expressed both through chari- 
table donations and through willingness to support public sector 
safety net and social programs has been very prominent in my re- 
cent research. The time allotment today will allow me to present 
only a very brief synopsis of findings. 

My research has shown that charity and volunteerism in the 
United States is largely confined within social, ethnic, racial, reli- 
gious and localized communities, with little leakage to the stranger 
except for short intervals at times of crises. 

The needs of diverse urban and rural, majority and minority 
communities are largely invisible to donors unless highly publicized 
in the aftermath of major tragedies like Katrina. 

To the degree that our diverse communities are flush with re- 
sources, for example, Princeton alumni in the financial sector who 
need be little concerned with the responsiveness of nonprofit orga- 
nizations to their needs. However if diversity is defined as synony- 
mous with concentrated poverty and social needs. For example, 
among recent Hispanic and Asian immigrants. Native Americans, 
inner city black poverty zones, the rural south, charitable organiza- 
tions are woefully short of resources commensurate with needs. 

Little charity or volunteerism passes from wealthy suburbs to 
inner cities or rural areas or regions like Appalachia. Local charity 
in those needy communities, no matter how generous, makes only 
a small dent. 

My estimates show that only somewhere between 10 to 30 per- 
cent of charitable contributions are targeted to the stranger. That 
is, outside one’s own social group and locale. 

We live and work in communities highly segregated by income, 
race and ethnicity and have little contact with the other. Charity 
remains circumscribe within class, ethnic and racial boundaries. 

The poor and members of diverse communities and their needs 
are not prominent to donors. Contributors’ contributions are over- 
whelmingly local, church, arts organizations, alumni organizations, 
et cetera. No clearinghouse or invisible hand operates at national 
or local levels to ensure that donations are adequate and well tar- 
geted to where they are most needed. 

That is, the process is fragmented and atomized. Targeting deci- 
sions are made largely without rigorous analysis of social needs 
and priorities, and little attention is devoted to monitoring and 
evaluation of the services that are supported. 

Furthermore, contribution levels are based more upon donor’s 
ability to give than on levels of need. 

Now charity has been highly effective in enhancing quality of life 
and the variety of educational, civic, cultural and health services 
available to the American population as a whole. However, the tar- 
geting is not charitable in the sense of distributional equity. That 
is, consistency of allocations with the distribution of fundamental 
social needs among our diverse communities. 

Our systems of charitable institutions and tax deductibility for 
contributions are highly cost ineffective as mechanisms for redis- 
tribution of household income or social welfare. 

The losses in Federal and state revenue from charitable deduc- 
tions far exceed donor transfers to the needy. Redistribution has 
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been demonstrated to be far better through government appropria- 
tions that through tax remission or deduction measures. 

Now the historical evolution of the charitable sector in the U.S. 
shows growing recognition that government bears the major re- 
sponsibility. On the other hand, charity and philanthropy have re- 
served the role of first response to crises, development in testing 
of innovative service programs and advocacy for enhanced quality 
of life and greater inclusiveness in the American Dream. Now this 
is not a bad division of responsibility if done well. 

I want to briefly describe a recent case study from research in 
New York city. It was a study of excess responsiveness and cov- 
erage of nonprofit services in New York city. It showed a high de- 
gree of unevenness and a number of significant gaps. 

First of all, the middle and upper income communities have a 
very dense network of civic groups and services that go along with 
it. There is a strong preference given by nonprofit providers to 
downtown locations for the convenience of staff and board bembers, 
much to the detriment of people in the neighborhoods who really 
need the services. 

There has been a slow response of extending coverage of non- 
profit services to neighborhoods that are experiencing rapid demo- 
graphic and social change. There are significant service gaps in 
communities with large numbers of recent Hispanic and Afro-Car- 
ibbean immigrants. 

Service gaps in poverty neighborhoods are attributable to a 
shortage largely of government contracted programs because in 
those communities there is virtually no charitable support of the 
services that are provided. Those nonprofits are reliant for 80 to 90 
percent of their revenues upon grants from Federal, state and local 
government. 

Next, much greater financial failure, that is bankruptcy among 
nonprofits in poverty and immigrant neighborhoods due to failure 
in finding diversified funding resources. Now we can expect only 
modest changes at the margin or the level and targeting of chari- 
table donations. 

I’ve learned something valuable through prayer, that if you ex- 
pect decent results you want to ^ve God a decent break and you 
want to pray for something that is consistent with natural law or 
human nature; don’t pray for things that are unlikely to occur. For 
this reason I believe strongly that any changes in our charitable 
system are likely to occur only at the margin with modest incre- 
mental forces. 

The nonprofit sector is strong. It does a good job in many of the 
things that it does, even if it isn’t charitable, and it has strong 
friends in Congress. 

I’m not expecting to find major changes to occur, but I’m going 
to talk only about incremental changes. Progress in some metro 
areas has been achieved by making the needs of the communities 
more visible through regular needs assessments and inventories of 
service gaps. Make them more visible. 

Next, taking advantage of natural and manmade catastrophes 
that uncover longstanding service needs 

Chairman LEWIS. Doctor, if you could, summarize. I’ve tended 
to let you go over your 5 minutes because your intervene — you had 



8 


the divine to intervene there for a moment, and I didn’t want to 
interfere with the divine. 

Mr. WOLPERT. He’s no longer with me. 

[Laughter.] 

Chairman LEWIS. Okay. Okay. So, your 5 minutes is up. If you 
can, just close it out. 

Mr. WOLPERT. Okay. The rest of my statement largely makes 
recommendations for redefining needs not necessarily through di- 
versity but through categories, for example, serving those who have 
health problems associated with being poor so the need is targeted 
or the campaign is targeted toward groups who have high incidence 
of stroke and diabetes rather than necessarily with the ethnic com- 
munities. 

Anyway, so the rest of my remarks are mainly suggests of what 
can be done at the increment, at the margin in order to improve 
the distribution of charitable resources. Thank you. 

[The prepared statement of Mr.Wolpert follows:] 

Statement of Julian Wolpert, Ph.D., Bryant Professor of 
Public Affairs, Emeritus, Woodrow Wilson School, 

Princeton University, Princeton, New Jersey 

I want to congratulate the Subcommittee chair, members and staff for their deci- 
sion to focus on the important issue of charitable responsiveness to diverse commu- 
nities. The topic of American generosity expressed both through charitable dona- 
tions and through willingness to support public sector safety net and social pro- 
grams has been very prominent in my recent research. The time allotment today 
will allow me to present only a brief synopsis of findings. A list of references to my 
other writings on the topic has been added to the end of this statement. 

What charity does well and not so well 

My research has shown that charity (and voluntarism) in the United States is 
largely confined within social, ethnic, racial, religious, and localized communities 
with little leakage to the “stranger” except for short intervals at times of crises. The 
needs of diverse urban and rural, majority and minority communities are largely in- 
visible to donors, unless highly publicized in the aftermath of major tragedies, like 
Katrina. To the degree that our diverse communities are flush with resources (e.g. 
Princeton alumni in the financial sector), we need be little concerned with the re- 
sponsiveness of nonprofit organizations to their needs. However, if diversity is de- 
fined as synonymous with concentrated poverty and social needs (e.g. among recent 
Hispanic and Asian immigrants. Native Americans, inner city Black poverty zones, 
the rural south), then charitable organizations are woeful short of resources com- 
mensurate with needs. Little charity or voluntarism passes from wealthy suburbs 
to inner cities or rural areas or Appalachia. Local charity in those needy commu- 
nities, no matter how generous, makes only a small dent. My estimates show that 
only somewhere between 10 to 30% of charitable contributions are targeted to the 
“stranger,” (i.e. outside ones own social group and locale.) 

The nonprofit sector is fragmented and atomized, much like local government 

The targeting of donations is thus not very different from the functions of local 
government. We live and work in communities highly segregated by income, race, 
and ethnicity and have little contact with the “other” or the “stranger.” Charity re- 
mains circumscribed within class, ethnic and racial boundaries. The poor and mem- 
bers of diverse communities and their needs are not prominent to donors. Contribu- 
tions are overwhelmingly local (church, arts organizations, alumni organizations, 
etc.) No clearing house or invisible hand operates at national or local levels to en- 
sure that donations are adequate and well targeted to where they are most needed. 
Targeting decisions are largely made without rigorous analysis of social needs and 
priorities and little attention is devoted to monitoring and evaluation of the services 
that are supported. Furthermore, contribution levels are based more on donors’ abil- 
ity to give than on levels of need. 

Charity has been highly effective in enhancing quality of life and the variety of 
educational, civic, cultural, and health services available to the American population 
as a whole. However, the targeting is not charitable in the sense of distributional 
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equity, i.e. consistency of allocations with the distribution of fundamental social 
needs among our diverse communities. Our systems of charitable institutions and 
tax deductibility for contributions are highly cost ineffective as mechanisms for re- 
distribution of household income or social welfare. The losses in federal and state 
revenues from charitable deductions far exceed donor transfers to the needy. Redis- 
tribution has been demonstrated to be far better achieved through government ap- 
propriations than through teix remission or deduction measures. 

The historical evolution of the charitable sector in the United States shows grow- 
ing recognition that government bears the major responsibility for safety nets and 
addressing issues of equity and distribution. On the other hand, charity and philan- 
thropy have reserved the role of: first response to crises; development and testing 
of innovative service programs; and advocacy for enhanced quality of life and great- 
er inclusiveness in the American dream. 

Case study in New York City 

My recently completed assessment of access, responsiveness, and coverage of non- 
profit services in New York City showed a high degree of unevenness and a number 
of significant gaps in service provision: 

• the much denser infrastructure and support networks for nonprofit organiza- 
tions in long-established middle and upper income neighborhoods 

• the preference by nonprofits to locate their service facilities in downtown com- 
mercial zones rather than in residential areas where they would be more acces- 
sible to users 

• slow response in extending coverage of nonprofit services to neighborhoods ex- 
periencing rapid demographic and social change 

• significant service gaps in communities with large numbers of recent Hispanic 
and Afro-Caribbean immigrants 

• service gaps in poverty neighborhoods attributable to a shortage of donations 
and grants as well as government contracted programs 

• much greater financial failure (i.e. bankruptcy) among nonprofits in poverty and 
immigrant neighborhoods due to failure in finding diversified funding resources 

• numerous faith-based service providers lack the staff and facilities to provide 
the variety of services they claim to deliver to diverse communities. 

Incremental improvements in charitable services to diverse communities 

We can expect only modest change at the margin in the level and targeting of 
charitable donations. At the same time, we would not want to maim the golden 
goose that has accomplished so much on behalf of our cultural, educational, and reli- 
gious life by inhibiting donor discretion. 

Findings from my earlier research show that charitable institutions in partner- 
ship with government at all levels, and business leaders can help to make their tar- 
geting more responsive to the needs of diverse communities. Progress in some metro 
areas has been achieved by: 

• making the needs of these communities more visible through regular needs as- 
sessments and inventories of service gaps 

• taking advantage of natural and man-made catastrophes that uncover long- 
standing service needs to implement new charitable priorities that can endure 
beyond the crisis period 

• encouraging greater voluntarism and partnerships across class and ethnic com- 
munities and across cities, suburbs, and exurban areas 

• overt advocacy by nonprofit leaders for a greater government role when and 
where service needs clearly outpace the capacity of charitable institutions 

• helping public, nonprofit officials, and business leaders to stress among other 
messages in charitable campaigns that: 

• The American notion of fairness implies helping to “level the pla3dng field” espe- 
cially for younger people 

• The adage that “we take care of our own” is not only insufficient but generally 
a license to discriminate in favor of the less needy 

• Households should plan their charitable decisions more systematically to ensure 
that gifts do not simply pay for services they themselves use. 

• Strong family values are prominent among our needy recent immigrants and 
could be better sustained through enhanced services that assist upward mobil- 
ity 

• Services to our diverse communities are a form of insurance that help to reduce 
the future incidence of social problems 

• Community pockets with severe service gaps are reflections of civic neglect and 
are stigmatizing to their cities and regions 
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• Diverse communities consist of people like ourselves who share the same values 
and whose needs are likely to be very temporary 

• Donor targeting of contributions tends to be highly self-serving while donors’ fo- 
rums and leaders of federated campaigns are generally better able to target do- 
nations where they are most needed. 

References to studies of donor targeting by Julian Wolpert 

Patterns of Generosity in Ameriea: Who’s Holding the Safety Net?, Twentieth Cen- 
tury Fund, New York, NY, 1994. 

What Charity Can and Cannot Do, New York: Twentieth Century Fund Press, 1995 

Fragmentation in America’s Nonprofit Sector in Paul Sehervish and Virginia 
Hodgkinson, eds. Care and Community in Modern Society. San Francisco: 
Jossey-Bass, 1995. 

1 Rationalizing Selfishness, The American Prospect, Fall, 1995. 

Giving and Region: Generous and Stingy Communities, in Charles H. Hamilton and 
Warren F. Ilchman, eds. Cultures of Giving: How Region and Religion Influence 
Philanthropy. San Francisco: Jossey-Bass, 1996. 

The Demographics of Giving Patterns in Dwight Burlingame, ed. Critical Issues in 
Fundraising. San Francisco: Jossey-Bass, 1996. 

Nonprofit Adjustment to Neighborhood Change, Proceedings, 25th Anniversary Con- 
ference, Association for Research on Nonprofit Organizations and Voluntary Ac- 
tion, New York,1996 

The Role of Small Religious Nonprofits in Changing Urban Neighborhoods, Non- 
profit and Voluntary Sector Quarterly, 1999 

How Federal Cutbacks Affect the Charitable Sector, in Lynn Staeheli, et al. eds. 
Transforming American Government: Implications for a Diverse Society. Thou- 
sand Oaks, CA: Sage, 1999. 

The Role of Philanthropic Foundations: Lessons from America’s Experience with Pri- 
vate Foundations. Chapter 6 in Helmut Anheier and Jeremy Kendall (Eds.) 
Third Sector Policy at the Crossroads: An International Nonprofit Analysis. Lon- 
don: Routledge 2001 

Communities, Networks and the Future of Philanthropy. Chapter in C.T. Clotfelter 
and 

T. Ehrlich (Eds.) Philanthropy and the Nonprofit Sector. Bloomington: University of 
Indiana Press and American Assembly, 1999. 

Nonprofit Property Tax Exemption: Background, Challenges, and Implications, 2000 
Lincoln Institute of Land Policy 

The Location of Nonprofit Facilities in Urban Areas. 2001. Lincoln Institute of Land 
Policy Working Paper WPOIJWI 

New York City’s Nonprofit Sector , Toronto: Univ. of Toronto Press. 2003 (and sup- 
plementary Technical Manual on methodology, (with John E. Seley) 

Nonprofit Services in New York City’s Neighborhoods. Univ. of Toronto Press. 2003 
(with John E. Seley) 

The Distributional Impacts of Nonprofits and Philanthropy, in Patrice Elynn and 
Virginia Hodgkinson (Eds.). Measuring the Impact of the Private Nonprofit Sec- 
tor on Society. Plenum Publ. 2002. 

The Role of Philanthropic Foundations: Lessons from America’s Experience with Pri- 
vate Foundations. Chapter in Helmut Anheier and Jeremy Kendall, Eds.) Third 
Sector Policy at the Crossroads: An International Nonprofit Analysis. London: 
Routledge 2003 

The Impact of 9/11 on New York City’s Nonprofits: Temporary Setback or New Tra- 
jectory?” Community Studies Society Discussion Paper, 2002; 

Employment Growth in the Nonprofit Sector: Good or Bad News? Community Stud- 
ies Society Discussion Paper, 2003; 

Nonprofit Response to Demographic Change: The Role of Government Sup- 
port.Community Studies Society Discussion Paper, 2002; 

The Financial Squeeze for New York City’s Nonprofit Human Service Providers. 
Univ. of Toronto Press. 2004 (with John E. Seley) 

Redistributional Effects of America’s Private Foundations Chapter 8 in: Prewitt, 
Kenneth; Toepler, Stefan; and Heydemann, Steven (Eds.) Philanthropic Foun- 
dations and Legitimacy: U.S. and European Perspectives. SSRC and Russell 
Sage. 2004. 
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Secular and Faith-Based Human Services: Complementarities or Competition? Com- 
munity Studies Society Discussion Paper, 2004 
Nonprofit Services in New York City’s neighborhoods: An Analysis of Access, Re- 
sponsiveness, and Coverage. The New York City Nonprofits Project, 2004 
Financially Vulnerable Nonprofit Service Providers in Underserved Neighborhoods. 
The New York City Nonprofits Project, 2006 


Chairman LEWIS. Thank you very much for your testimony. 
Your entire statement will be placed in the record. 

Our next witness is from the Urban Institute. I am pleased to 
welcome Dr. Elizabeth Boris, the director of the Center on Non- 
profits. Welcome. 

STATEMENT OF ELIZABETH T. BORIS, Ph.D., 
DIRECTOR CENTER ON NONPROFITS AND 
PHILANTHROPY, URBAN INSTITUTE 

Ms. BORIS. Thank you very much. 

Chairman LEWIS, Ranking Member Ramstad and Members of 
the Committee, thank you for this opportunity to testify today. 

At the Urban Institute I direct the Center on Nonprofits and Phi- 
lanthropy and also oversee the National Center for Charitable sta- 
tistics where we collect data on the nonprofit sector and make it 
available for research. 

The topic today is an important one, a unique civic culture exists 
in the United States largely based on giving and volunteering to 
improve communities in a variety of ways, by solving problems, 
preventing harm, generating knowledge, promoting civic participa- 
tion and much more. 

In my testimony I cover five questions. In my 5 minutes I’ll only 
have time to touch on each. 

Surveys reveal that people from every economic, racial, and eth- 
nic group give and volunteer. They also create organizations. The 
most widely used source. Giving USA, says that total donations for 
2006 equal about $295 billion. 

We’re talking about who gives how much and to whom. An esti- 
mated 10 percent of contributions went for human services organi- 
zations, but this is clearly not the whole story. 

Nonprofits are partners with government in providing many 
human services. Government is estimated to provide about 30 per- 
cent of nonprofit revenues, through grants and contracts and a va- 
riety of human and health-related services and others, so govern- 
ment shapes where most nonprofit contributions are really used. 

Compared to the government sector however, the nonprofit sector 
is small. Nonprofits receive about 2 percent of personal income, 
government about 25 percent. The nonprofit sector is not a sys- 
tem — this echoes Julian’s comments — Rather, it is a fragmented 
mosaic of mostly small organizations. 

Sixty-one percent have less than $250,000 in revenue per year. 
Eees for services are increasingly important source of support. Con- 
tributions are a small but vital part of nonprofit revenues, about 
12 percent. 

Who benefits from these contributions? All nonprofits and dona- 
tions to them must serve public purposes, broadly defined. Break- 
downs by population groups are difficult to document. The informa- 
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tion is not required on tax forms or public disclosure documents 
and many types of activities are really for public benefit. 

A new analysis by the Center on Philanthropy at Indiana Uni- 
versity estimates that about 31 percent of individuals gave to non- 
profits that explicitly address the needs of the disadvantaged. If 
contributions from foundations and corporations and estates are in- 
cluded that total is about 23 percent. These estimates are the best 
we have at the moment, and they are cobbled together from a vari- 
ety of sources. You can’t go to one place and find these data. 

In terms of charitable beneficiaries, preliminary results of a 
study in my institution show that about 90 percent of nonprofits 
serve at least some low-income clients and that for a quarter of 
non-profits their low-income clients range between 75 and 100 per- 
cent of those they serve. 

So, about 40 percent of nonprofits focus on economically dis- 
advantaged with half or more of their clients, but fewer nonprofits 
serve that proportion of ethnic and racial populations. Seventy per- 
cent of nonprofits, according to this survey, serve half or more 
white clients. 

Foundation beneficiaries are from a sample that the Foundation 
Center collects. It’s the largest 1,100 or so foundations, accounting 
for about a half of foundation grants. From there we learn that 
about 15 percent of foundation grant dollars serve human services; 
education, about 24 percent; arts and culture, 13 percent; health, 
21 percent. 

Well, what does this mean? About half of the foundation grants 
are for the general public. They’re for the general good. We have 
no way of determining who they benefit. One might say that the 
indirect beneficiaries of those foundation grants might be more im- 
portant in some senses, if they’re for research or prevention. 

So, there’s very little public data available on the outcomes of 
nonprofit programs or of foundation grants, yet this information is 
what we are really required to assess if we want to understand the 
underlying question of who benefits from charitable contributions. 

How do charities and foundations identify community needs? 
There are lots of ways; surveys, mostly; focus groups. There are all 
kinds of things that I’m sure our folks from Atlanta will talk about. 
The National Neighborhood Indicators project is one way of neigh- 
borhoods collecting data and making it available. 

The weakness of needs assessment is that it’s not done uniformly 
and that finding the resources to conduct needs assessment is very 
difficult. 

Are there gaps between needs and services? There are undoubt- 
edly gaps, especially for the poor. Charities that provide basic 
human services are largely funded by the government, and govern- 
ment itself only spends two to three percent of its budget on the 
under-served. 

The makeup and needs of the poor are not uniform across the 
country. Neither are nonprofits. Contracts with charities often 
don’t provide overhead so that in order to make ends meet they 
have to go out and raise additional revenues. There are all kinds 
of things that we could do to try to fix that problem. 

How do we improve the quality and scope of data on nonprofit 
beneficiaries? First, we can mandate electronic filing of Forms 990 
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and, second, revise that form. They’re very high on my agenda. We 
use those data all the time and we also have software on our 
website to help nonprofits fill them out. 

But even with these enhancements the sector requires an invest- 
ment not only from those of us in the nonprofit sector, but from 
government in systematic data collection and an integrated sector 
information system. 

As this testimony demonstrates, we can piece together plausible 
stories from surveys and data from all kinds of sources, but it re- 
quires a Herculean effort and lots of time and money, and the re- 
sults that we find have to be heavily qualified. 

If knowledge about nonprofits is important to public policy in 
this country we must have the resources for creating, maintaining 
and making accessible data on the nonprofit sector. Thank you very 
much. 

[The prepared statement of Ms. Boris follows:] 

Statement of Elizabeth T. Boris, Ph.D., Director, 

Center on Nonprofits and Philanthropy, The Urban Institute 

Chairman Lewis, Ranking Member Ramstad, and Members of the Committee: 

Thank you for this opportunity to testify today on the topic, “Whether Charitable 
Organizations Serve the Needs of Diverse Communities.” 

I am Elizabeth Boris, director of the Center on Nonprofits and Philanthropy at 
the Urban Institute, where I also oversee the work of the National Center for Chari- 
table Statistics (NCCS). The Urban Institute conducts independent, nonpartisan 
analyses of a wide range of national issues. The Center that I direct focuses on non- 
profit organizations and philanthropy. At our National Center for Charitable Statis- 
tics, we create and share with researchers and the public over 150 databases on 
nonprofit organizations derived mainly from the public reports that nonprofit orga- 
nizations annually file with the IRS on Forms 990 and 990-PF. Researchers use 
NCCS data to assess financial trends and conduct in-depth surveys of nonprofit and 
foundation governance, administrative and fundraising costs, and much more. 

The topic today is an important one. A unique civic culture exists in the United 
States. It evolved through the efforts of our diverse populations reaching back before 
the creation of this country and it continues to evolve with every new generation 
and immigrant group. In our culture, we expect individuals to contribute to their 
communities over and above their teixes and we honor people who give and volun- 
teer to solve problems and improve conditions in their communities, in the larger 
society, and throughout the world. U.S. laws recognize the value of these contribu- 
tions and exempt from taxes the 1.4 million nonprofit organizations that serve pub- 
lic purposes, and provide teix incentives to encourage giving to a subset of almost 
900,000 charitable organizations that serve the public through educational, reli- 
gious, scientific, literary, poverty relief, and other activities for public benefit (Wing 
et al. forthcoming). 

To capture the diversity of nonprofit organizations in the United States, the Na- 
tional Taxonomy of Exempt Entities has over 630 categories that group organiza- 
tions under eight major headings — arts, culture, and humanities; education; envi- 
ronment and animals; health; human services; international; public and societal 
benefit; and religion-related organizations. 

In my remarks today, I will draw on our research and experience with data on 
the nonprofit sector and that of others. I will try to answer five critical questions: 

• Who gives, how much, and to whom? 

• Who benefits from charitable contributions? 

• How do charities and foundations identify the needs of their commu- 
nities? 

• Are there gaps between needs and services? 

• How can we improve the quality and scope of data on charitable bene- 
ficiaries? 

Who Gives, How Much, and to Whom? 

First, let’s turn to the sector’s scale. Nonprofits receive about 2 percent of personal 
income, compared with government’s 25 percent (Steuerle and Hodgkinson 2006). 
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The nonprofit sector is not a system. Rather, it’s a fragmented mosaic of mostly 
small organizations — 61 percent reported less than $250,000 in revenues in 2004. 
Most nonprofits, especially the larger ones, have a mix of revenue sources, but con- 
tributions provide only about 12 percent of the $1.4 trillion in revenues of charities. 

Some types of organizations rely more heavily on contributions, for example, 
international organizations (68 percent), environmental organizations (51 percent), 
and religious organizations (57 percent). Others depend more on fees for goods and 
services (including Medicare and Medicaid). For example, the top three sectors in 
terms of fee income are health (85 percent), human services (49 percent), and edu- 
cation (47 percent) (Boris and Steuerle 2006). Government is estimated to provide 
about $317 billion of nonprofit revenues through grants and contracts for a variety 
of human and health-related services, as well as education, research, and much 
more (Abramson et al. 2006). Overall, giving is a small, but important part of non- 
profit revenues. 

The origins of nonprofits are telling. Most are created by social entrepreneurs to 
meet societal needs, protect cherished values, promote desired conditions, or prevent 
undesirable outcomes or activities. Most are local, though some work at state, re- 
gional, national, and international levels. Nonprofits are employers, employing 
about 9 percent of the U.S. workforce and providing volunteer opportunities that en- 
rich the lives of millions of Americans. 

There is no one definitive source of data for the amount of contributions and their 
beneficiaries. Over the past 25 years, we have improved the estimation techniques 
and survey data used in annual compilations, now researched by Center on Philan- 
thropy at Indiana University and published in Giving USA (Giving USA Founda- 
tion). This is still a mix of more and less reliable sources. We have good data on 
amounts of contributions made by individuals who itemize donations on their in- 
come taxes, but we must rely on surveys to estimate contributions of those who do 
not itemize on their tax returns. 

Surveys also provide information on the recipients of donations and are thus sub- 
ject to the limitations of response rates and timeliness issues in addition to the 
problems that arise when different data sources are combined. 

While Census data are available on giving and volunteering, we must use less de- 
finitive data to estimate who benefits from charitable donations. We can look at 
beneficiaries from three perspectives, (1) recipients of individual donations by con- 
ducting surveys; (2) recipients of foundation grants by doing surveys and analyzing 
grants; and (3) beneficiaries of nonprofit services, by making estimates based on 
surveys and program descriptions. 

The basic facts about charitable giving, estimated in the 2007 Giving USA are the 
following: 

• Total charitable donations for 2006 equal $295.02 billion. Americans gave an es- 
timated $222.89 billion in 2006 directly and to foundations, and $22.91 billion 
at death through their estates. 

• Private and community foundations gave $36.5 billion dollars for charitable pur- 
poses in 2006, and corporate foundations and giving programs gave $12.72 bil- 
lion. 

Surveys reveal that people of every economic, racial, and ethnic group give and 
volunteer to nonprofit organizations. Sixty-eight percent of households in the 2004 
survey made donations. The median gift was $775 (Center on Philanthropy at Indi- 
ana University 2007). In addition, there is a growing diversity of givers from 
middle- and higher-income groups who are creating foundations and nonprohts, join- 
ing in giving circles, giving online, and engaging with charitable organizations of all 
types (New Ventures in Philanthropy 2007). 

Who Benefits from Charitable Contributions? 

Who benefits from individual and institutional contributions, and from the non- 
profit services they support, is not well documented — because that information is 
complex to report and is not required on tax forms or on public disclosure docu- 
ments. The Forms 990 that nonprofits annually file with the IRS do not require or- 
ganizations to report the demographics of the people they serve. The forms also com- 
bine individual contributions with those from foundations and corporations, making 
it impossible to differentiate among those sources. Requiring a break-out of indi- 
vidual, foundation, and government contributions on the Form (as NCCS has rec- 
ommended in its comments on the revised Form 990), would allow us to measure 
how much different types and sizes of organizations receive from each type of con- 
tributor. With that information, we will be able to determine where those contribu- 
tions are going, right down to the neighborhood level. 
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Churches and other religious congregations receive the largest proportion of chari- 
table donations and since they are not required to report to the IRS, researchers 
estimate the amounts from surveys. Congregations received almost a third of con- 
tributions, $96.82 billion in 2007, according to data compiled for Giving USA 2007 
(figure 1). An estimated 59 percent of contributions to congregations are from the 
42 percent of households with incomes less than $100,000. 

In contrast, an estimated $29.56 billion (10 percent) of contributions in 2006 went 
to human services organizations. Many larger human service organizations serve 
multiple constituencies with a range of offerings. It is therefore difficult to tell 
whether a donation to a particular organization supports people in crisis, a capital 
campaign, or low-income child care provision. Similarly, it’s hard to define “poor” 
populations and to disentangle how much of a given organization’s programs serve 
a community support poor people, aged people, youth, women, ethic minorities, dis- 
abled people, and other marginalized populations. The IRS does not require organi- 
zations to report on their clients’ demographics. There are not uniformly used stand- 
ards for reoortinff recinients. 





Figure 1. 2006 Contributions: $295.02 Billion by Type of Recipient Organizations 

Source: Giving USA 2007 

Notes: All figures are rounded. Total may not be 100 percent. 

* Foundation Center and Giving USA estimate 

** Contributions to organizations that are not tracked (for example, government entities or 
scholarship donations to mutual benefit associations), deductions carried over, and unallocated 
giving are estimated at $26.08 billion, or 6.6 percent of tbe total. 


Individual Contributions 

Individuals must itemize their annual contributions on their income teix forms if 
they seek a charitable deduction. When this information becomes available, it is the 
definitive source for the amounts itemizers give, although research by David 
Joulfaian (2001) indicates that, on average, high net worth households contribute 
about twice as much as they can deduct in any given year, suggesting that the 
amounts recorded for any one year may be undercounted. Recipient information is 
not available, however, and we do not have a comparable source for measuring do- 
nations from the majority of Americans who do not itemize contributions on their 
tax returns. We rely on surveys to assess how much and to whom different popu- 
lation groups give. These surveys are getting better but are still likely to undercount 
at the bottom and top of the income distribution. Still, survey data allow us to esti- 
mate broad categories of recipient organizations. Tax deductibility of gifts hinges on 
the contributions being made to organizations that have recognized “charitable” sta- 
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tus. Direct gifts to individuals and informal giving are not tax deductible, and thus 
are not counted. 

A new analysis by the Center on Philanthropy researchers uses two surveys and 
data from other sources to estimate that approximately $78 billion (31 percent) of 
the $250 billion dollars that individuals gave to nonprofits in 2005 explicitly ad- 
dressed the needs of the disadvantaged. If contributions from foundations, corpora- 
tions, and estates are included, 23 percent of total contributions are specifically in- 
tended to benefit low-income people (Center on Philanthropy at Indiana University 
2007). These estimates use the best data we have at present and represent an im- 
portant advance. But, these complex combinations of less-than-adequate data must 
be used cautiously. 

Charities’ Beneficiaries 

Organizations are required to describe on their IRS Forms 990 the accomplish- 
ments of their four largest programs, but they are not required to describe the peo- 
ple they serve. For some organizations, like colleges and universities, such reporting 
is likely to be quite easy because most track their students by multiple factors. For 
other types of organizations, it might be difficult to categorize the recipients of serv- 
ices. A soup kitchen may, by definition, serve the poor, but if it does not collect in- 
formation from those it serves, it is not likely to know the ethnic, immigrant, dis- 
abled, gender, aged, or ex-offender status of that population. Collecting such infor- 
mation would require staff and or volunteers to gather the information, develop 
databases, input data, and generate reports and statistics. These steps might be dif- 
ficult for small organizations, but not for larger charities with developed administra- 
tive infrastructures. 

An Urban Institute study. Nonprofit Governance in the United States: Findings 
from the First National Representative Study by Francie Ostrower (2007), provides 
a rigorous and detailed analysis of nonprofit governance practices in the United 
States based on a stratified random survey of over 5,100 charities required to file 
the IRS Form 990. The survey asks questions about diversity of board members and 
of the people the organizations served. While early study reports do not focus on 
diversity issues, further analysis will do so. Preliminary results suggest that over 
90 percent of nonprofits serve at least some low-income (below the poverty level) cli- 
ents and that for a quarter of nonprofits, their low-income clients range between 75 
and 100 percent of those they serve. 

With regard to diversity, 70 percent of nonprofits have clients that are half or 
more white; 15 percent of nonprofits do not have any black (non-Hispanic) clients, 
and 3 percent serve 75 percent or more; 35 percent do not serve any Asians, and 
0.9 percent serve 75 percent or more; 21 percent do not serve any Hispanic/Latino 
people and almost 2 percent serve 75 percent or more. For white (non-Hispanic) cli- 
ents, 3 percent serve no whites, and 40 percent serve between 75 and 100 percent 
white clients. These preliminary findings indicate that while 40 percent of non- 
profits focus on economically disadvantaged (half or more of their clients), few non- 
profits serve that proportion of ethnic and racial populations. 


Table 1. Beneficiaries of Charitable Organizations (percent) 


Percentage of 
clients served 

Low-income 

Black (non- 
Hispanic) 

Hispanic 

Asian 

White (non- 
Hispanic) 

0 

8.7 

14.9 

21.2 

35.1 

3.1 

1-9 

19.1 

41.6 

45.3 

25 

5.2 

10-24 

19.0 

20.7 

16.6 

9 

7.4 

25-49 

12.0 

13.7 

9.7 

2 

14.6 

50-74 

15.4 

5.8 

3.3 

0.8 

29.8 

75-100 

25.7 

3.4 

1.9 

0.9 

39.8 


Source: National Survey of Nonprofit Governance (Ostrower, 2007) 


To put the findings in context, about 13 percent of Americans live below the pov- 
erty level, but the proportion of various ethnic groups who live in poverty varies 
greatly. Almost 9 million of American blacks (25 percent) live in poverty, compared 
with almost 18 million (9 percent) of whites, over 9 million (21.5 percent) of His- 
panics, and Asian 1.4 million (10.7 percent) (2006 American Community Survey). 
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These demographics and the differences by state and regions have an impact on 
those served by nonprofits that have not been sufficiently analyzed. 

Underserved populations are not spread uniformly across the country. Neither are 
nonprofits. While nationally there are approximately 10.9 nonprofits per 10,000 peo- 
ple, the density varies by state and region. The states with highest density of non- 
profits are Vermont with 26.9 organizations per 10,000 people, Alaska with 20, and 
Montana with 19.2 — compared with low-density states, Nevada with 5.9, and Mis- 
sissippi with 6.7. Among the most populous states, Texas had 8.3 nonprofits per 
10,000 people; California, 10.4; and New York, 12.5. Rural states in the upper Mid- 
west have a denser nonprofit infrastructure than Southern states (National Center 
for Charitable Statistics forthcoming). These findings underline the potential mis- 
match between nonprofit resources and populations, particularly in the South. Re- 
search has not addressed the reasons for the mismatch or strategies for addressing 
the gaps. 

Foundations’ Beneficiaries 

The 71,095 private, corporate, and community foundations held assets of $550 bil- 
lion in 2005, a gain of 7.8 percent from 2004. They made grants of more than $36 
billion dollars, a 14.3 percent increase. Human services received the largest propor- 
tion of foundation grants, but in dollars (15 percent); education (24 percent); arts 
and culture (13 percent); and health (21 percent) (Foundation Center 2007). 

Foundation grants are all reported to the IRS on Forms 990-PF, (and Form 990 
for community foundations) but the beneficiaries of the grants are not required. The 
Foundation Center does survey a sample 1,154 of the largest foundations and classi- 
fies their grants of $10,000 or more. The statistics cover about half of the money 
given by foundations, but are only indicative of grantmaking trends among the larg- 
est foundations, and are likely to underestimate grants to smaller, community-based 
organizations. Among the limitations of these data are the overlapping categories 
and the different ways that similar grants might be classified. If a foundation, for 
example, makes a grant for scholarships for single women heads of households, de- 
pending on the locale and strategy of the foundation, that grant could be categorized 
as one that benefits the poor, a particular ethnic group, women, youth, ex-offenders, 
or may be part of an economic development strategy for a particular community. 

In 2005, nearly 54 percent of the reported grants (70,000) did not have a specific 
beneficiary. Those were classified as benefiting the general public. Among those 
with an identified beneficiary group, the greatest number, 30,044 with a value of 
$2.97 billion, benefited children and youth. The second largest group with 25,647 
grants worth $2.58 billion was for economically disadvantaged populations. Grants 
for ethnic or racial minorities numbered 13,455 with a value of $1.35 billion (Foun- 
dation Center 2007). These figures suggest that about 11 percent of grants benefit 
underserved populations. Without an analysis of the grants that fall below the 
$10,000 threshold and those that benefit the general public, it is difficult to deter- 
mine the utility of these figures. They probably underestimate grants to smaller or- 
ganizations likely to be serving diverse constituencies. More generally, however, 
most grants of large foundations likely do not directly serve particular constitu- 
encies. 

In a special report on Social Justice Grantmaking (2005), the Foundation Center 
assessed grants made to vulnerable population groups specifically to spur structural 
change and increase opportunities. The report documents that 749 of the 1,005 do- 
nors (whose grants were tracked by the Foundation Center) provided $1.76 billion 
for social justice issues, up from $1.15 billion given by 686 donors in 1998. These 
grants were given to 52,375 recipients, compared with 40,934 recipients in 1998. 
The proportion of all grant dollars for the group, however, was lower: 11 percent 
in 2002, compared with 11.8 percent in 1998. The report indicates that there may 
be a trend toward increasing numbers of foundations giving to social justice issues. 

These data illustrate the variety of grants and grant recipients. They also illus- 
trate the limitations of the data for a detailed analysis of giving that benefits low- 
income and minority populations. Foundations do target underserved populations, 
both directly and indirectly. It is not possible yet to measure adequately and at a 
reasonable cost the scope of either the direct or the indirect beneficiaries of the 
foundation field. And the indirect benefits may be among the most powerful. Foun- 
dation-funded research, for example, may reveal the dimensions of problems ex-pris- 
oners face and may lead to programs designed to head off re-incarceration and to 
federal dollars to support such efforts. The research grants may go to an entity like 
the Urban Institute or to a university — and thus, in a cursory analysis, would not 
be categorized as benefiting underserved populations even though they do. 
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Finally, there is very little public data available on the outcomes of grants, yet 
this information is required to assess the underlying question of who benefits from 
foundation grants. 

Evaluations of specific programs, for example of the National Community Devel- 
opment Initiative, can reveal how foundation funding leveraged resources and af- 
fected communities (Walker et al. 2002). 

How Do Charities and Foundations Identify Community Needs? 

Charities and foundations identify community needs in many different ways. 
Local governments. United Way agencies, and community and private foundations 
may all support efforts to determine communities’ needs. Examples include a col- 
laboration of major nonprofits and government that produced the 2007 Community 
Needs Assessment for Howard County, Indiana (Bonnet and Hoke 2007), and How 
Is the Region Doing: Human Service Use and Service Availability in Allegheny Coun- 
ty, PA, a study commissioned by the Forbes Fund of Pittsburgh (Guitierrez-Mayka 
and Bernd 2006). The Knight Foundation drew on Census, NCCS, and other data 
sources to develop very detailed economic and demographic portraits of the commu- 
nities that it serves. The National Neighborhood Indicators Partnership furthers the 
development and use of neighborhood-information systems to guide policymaking 
and community building (http://www2.urban.org/nnip/). 

Smaller organizations do not often systematically assess community needs. 
Human service charities are usually created to meet unmet needs and are often 
hard pressed even to make payroll. To raise operating funds, they must convince 
public and private funders of the needs they are meeting, and they must provide 
services that people are willing to pay for. In a sense, the nonprofit marketplace — 
especially foundations and government — requires a case to be made. Those who rely 
on individuals who give small amounts probably rely more on stories about needs. 

The foundation field has many task forces and affinity groups to help donors ex- 
plore the needs of ethnic and racial minorities, women, disabled people, gays and 
lesbians, neighborhoods, civic participation, health, education, community develop- 
ment, and more. Right now, one task force is looking at how to measure the diver- 
sity of foundation grantees, and another one is examining rural grantmaking. There 
are also efforts to share information and best practices. The Annie E. Casey Founda- 
tion, for example, developed a “Race Matters” toolkit designed to help address poli- 
cies and practices that contribute to inequitable outcomes for children, families, and 
communities, with fact sheets on key areas (health, education, income security, etc.), 
a racial equity impact analysis tool, community building strategies, and an organi- 
zational self-assessment (http://www.aecf org). 

The weakness of needs assessment in the nonprofit world is that it is not system- 
atic and regular in all communities. It is often piecemeal — a study of the needs of 
youth in one neighborhood and of housing shortages in another. Obtaining resources 
to conduct comprehensive needs assessments over time is often difficult. Another 
weakness is that there is rarely systematic information collected on the outcomes 
of the services already provided. 

Are There Gaps between Needs and Services? 

There are undoubtedly gaps between needs and services, especially for the poor. 
Charities are largely funded by government when they provide basic human serv- 
ices. The makeup and needs of populations at risk are not uniform throughout the 
country, and government resources and priorities differ. Contracts with charities to 
provide welfare-type services often do not reimburse the full cost of services or pro- 
vide overhead as they do for business contracts, with the result that charities must 
spend their resources raising money from other sources, often forgoing infrastruc- 
ture improvements that would make them more efficient (Miller 2005). 

Part of the difficulty is that most giving is local, and communities differ in their 
makeup and needs. It is far more likely that a branch of a local youth group in Mar- 
shall Heights, or Bailey’s Crossroads, Virginia, will serve Latino youth, than a 
branch in Potomac, Maryland, or Anacostia. National nonprofits with local affiliates 
can often help to cross-subsidize efforts from one locality to the next, but there are 
issues of donor intent that may limit their ability to take revenues from one area 
to serve another. Rather, nonprofits must raise additional revenues to serve low-in- 
come populations. 

Governments sometimes provide incentives for individuals to direct their contribu- 
tions to organizations serving low-income populations. In Arizona, the state govern- 
ment implemented a special tax credit for those who give to charities that certify 
that more than half of those they serve are below the poverty line. This strategy 
has raised additional resources, but mostly for large, well-known organizations (De 
Vita and Twombly 2004). 
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Immigrants are creating organizations to meet their needs. Often these come out 
of religious entities. In a study we are conducting of immigrant serving organiza- 
tions, we identified several hundred organizations, most created in the past 15 
years, that serve Latino, Asian, African, and Middle Eastern immigrants in the D.C. 
metro area alone. New immigrant groups seem to be following the time-honored pat- 
tern of setting up organizations for a variety of purposes. Those include religious 
worship and services, human services, cultural activities, education, language in- 
struction, and many more. Among the Latino organizations, revenue is roughly 
equally derived from government, contributions, and fees, but over half of the orga- 
nizations do not receive government revenues. As immigrant communities move to 
the suburbs, they are causing a rethinking about the location of groups that serve 
them. There is a newly emerging dimension of civil society beginning to flourish in 
our immigrant communities. These new organizations may require mentoring, seed 
funding, and capacity building as they learn the ropes. 

How Can We Improve the Quality and Seope of Data on Charitable Bene- 
ficiaries? 

As you might imagine, the quality and timeliness of data on nonprofit organiza- 
tions concerns us greatly. We developed the nonprofit classification system, the Na- 
tional Taxonomy of Exempt Entities that the IRS and many researchers now use. 
We also collaborated with the IRS to scan the Forms 990 and partnered with 
GuideStar to make those images available to the public on both our websites. We 
recently analyzed the proposed changes to the Forms 990 and submitted our rec- 
ommendations for improvement. We believe that electronic filing of Forms 990 will 
complete the revolution in nonprofit transparency that began with sharing images 
of Forms 990 with the public, because the quality and timeliness of the information 
will be enhanced. To that end, we developed and make available on our web site 
software that lets nonprofits complete their Forms 990 and transmit them to the 
IRS. Requiring nonprofits to complete Forms 990 in electronic format will facilitate 
more complete and timely reporting by nonprofits, and better data on the nonprofit 
sector. 

Even with these enhancements, however, there is no doubt that the sector re- 
quires an integrated sector information system that links information on nonprofits, 
foundations, contributions, employment. Census, general social survey data, and 
others. There has been very little government investment in data that document 
trends in the nonprofit sector. As this testimony demonstrates, we can piece to- 
gether plausible stories, but to do so requires Herculean efforts and resources that 
are rarely available. And the results of these efforts must be heavily qualified. If 
knowledge about nonprofits is important to public policy in this country, resources 
must be directed toward creating the infrastructure required to develop the informa- 
tion. 
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Chairman LEWIS. Thank you very much for your testimony. I 
am pleased now to welcome Kevin Brown from the American Red 
Cross, the chief operating officer. 

We will not hold it against you, Mr. Brown, for stealing our 
former IRS commissioner. Wish him well. 

Mr. BROWN. I will. Thank you. 

Chairman LEWIS. Thank you. We’re very pleased to have you 
here. 


STATEMENT OF KEVIN M. BROWN, CHIEF OPERATING 
OFFICER, AMERICAN RED CROSS 

Mr. BROWN. Thank you, Mr. Chairman. I am delighted to be 
here today on behalf of the American Red Cross. 

Ordinarily, as you mentioned, Mark Everson, our president and 
CEO, would be here in my place. Unfortunately he had a previous 
commitment that does not allow him to be here today. 

Eor the American Red Cross our mission is defined by our con- 
gressional charter to help our Nation prevent, prepare for and re- 
spond to disasters. Diversity is important to us because our mission 
is to help all, not some. Our services are only beneficial if they 
reach those who need them. We must ensure that the American 
Red Cross is reflective of all the communities we serve. 

We realize that not all people turn to the Red Cross as their first 
line of defense when disaster strikes. Eor many, they turn to who 
they know and trust, be it their church or a local nonprofit or civic 
organization. 
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This was certainly true during Hurricane Katrina. Because the 
need was so great, hundreds if not thousands of local churches 
opened their doors to help their neighbors. Other local nonprofit or- 
ganization, those that typically would not be in the disaster re- 
sponse business, were selflessly giving all they could to care for 
people. 

Several advocacy groups observed that we did not consistently 
meet the needs of diverse communities, that we lacked diversity in 
our staffing and volunteer ranks, and that we had not done enough 
before the storm to foster the right relationships with local and na- 
tional organizations that serve diverse populations. We have taken 
this criticism to heart. 

To this end, we have been working diligently over the past 2 
years to partner with many new nontraditional disaster response 
organizations well before a disaster hits. 

An example of this would be the Vietnamese fishing community 
in the Gulf Coast area. This community was not familiar with the 
Red Cross, and after Katrina struck they turned elsewhere for as- 
sistance. Unfortunately we did not know where they were or what 
their needs were and it took us days to reach them and provide 
needed resources. 

We now have an agreement in place with Boat People SOS, a na- 
tionally recognized group that assists Vietnamese refugees and im- 
migrants. 

Just this past weekend as a tropical depression threatened the 
Gulf Coast, our local chapter in New Orleans activated their agree- 
ment with Boat People SOS, who was charged with running the 
Plaquemines Parish shelter in partnership with the Red Cross. 

Similarly, over the past 2 years the Red Cross has trained over 
1,100 volunteers from the NAACP to provide essential relief serv- 
ices, and they have deployed with us during several recent storms. 

To be sure, while such partnerships have proven useful they are 
not the sole answer. For instance, the Red Cross needs to make 
further significant improvements on the staffing front and in our 
volunteer base. 

I want to touch on one other point as well. In addition to disaster 
preparedness and response the Red Cross also collects, processes 
and distributes more than 40 percent of the blood used in our coun- 
try. 

We know that we need to approve the recruitment and retention 
of diverse blood donors for a couple of reasons. The first is that 
only 8 percent of eligible donors donate blood each year. Secondly, 
donations from diverse communities can help with specific needs 
like sickle cell anemia. Increased donors will help to alleviate these 
needs and contribute to a safe and available blood supply. 

I would also like to acknowledge and thank my fellow panelists 
for their long support of the American Red Cross. The Ford Foun- 
dation has been a tremendous partner in helping us improve our 
post-disaster service delivery mechanisms, providing millions of 
dollars in support of these efforts. 

The Community Foundation of Greater Atlanta was a strong sup- 
porter of our disaster response efforts during Katrina and is a con- 
sistent supporter of the American Red Cross of Greater Atlanta. 
The Twin Cities United Way is a strong supporter of disaster relief 
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and local Red Cross community initiatives in the Twin Cities. We 
are grateful for their friendship and continued support. 

As you all know, there were some leadership changes at the Red 
Cross earlier this year when Mark Everson took over as our new 
president and CEO. New leadership provides new opportunities. I 
can tell you today that the Red Cross must do better in under- 
standing that diversity is a strategy that can enhance all aspects 
of our mission. 

Successful diversity initiatives result in better client services, in- 
creased staff and volunteer talent pools, stronger and more mean- 
ingful partnerships and increased financial and blood donations. 

Together I know we can make the Red Cross the strong, diverse 
and inclusive organization it should be and that all Americans ex- 
pect it to be. Thank you for the opportunity to testify today, and 
I’d be happy to answer any questions you may have. 

[The prepared statement of Mr. Brown follows:] 

Statement of Kevin M. Brown, Chief Operating Offieer, American Red Cross 

Chairman Lewis, Congressman Ramstad and Members of the Committee, I am 
pleased to be able to appear before you today as the Chief Operating Officer of the 
American Red Cross. 

I want to thank you, Mr. Chairman, for holding this hearing today. While I have 
only been at the Red Cross for just a few short weeks, the issue of diversity — and 
of ensuring that our organization integrates diversity into all aspects of our mission 
and operational strategies — has been top of mind. 

Today, I will focus my remarks on where we have been, lessons learned in par- 
ticular from our response to Hurricane Katrina, and where we are going in the fu- 
ture. But before I do that, I want to address why it is important for nonprofit orga- 
nizations to be mindful of integrating diversity initiatives into their organizational 
strategies — into recruitment, into strategies on engaging partners, and into service 
delivery. 

The very nature of charitable organizations is to address needs — needs that, per- 
haps, are not met by government or social services, or that are better left with a 
“neighbor helping neighbor” model. Charities provide an important role in our na- 
tion — in communities from coast to coast. For the American Red Cross, our Congres- 
sional Charter mandates our mission: to help our neighbors prevent, prepare for and 
respond to disaster. Each and every day, our more than 700 chapters respond to 
more than 200 house fires and other disasters, in addition to providing first aid, 
CPR/AED, and other health and safety training programs to more than 11 million 
individuals each year. Our 35 blood regions collect, process and distribute more than 
40% of all blood needed and used in the nation. Our two Service to Armed Forces 
Centers annually provide 650,000 emergency communications from 193,000 families 
to loved ones serving in our nation’s armed forces. And our international relief oper- 
ations respond to an average of 30 international disasters annually. 

Most Americans recognize the American Red Cross as our nation’s partner in dis- 
aster preparedness and response. As the landscape of our great country has changed 
over the past 125 years, the American Red Cross has to better adapt to changing 
demographics and ensure that our organization — at every level and across all our 
lines of business — is reflective of the communities we serve. This includes our paid 
staff and management, volunteers and blood donors, and contracting opportunities. 

Our mandate is not to help some of the nation prepare and respond — rather, our 
mission is to help ensure that all in our nation are cared for. Simply stated, our 
programs and services are only beneficial if those who need them can access them. 
All people should feel comfortable coming to the Red Cross in times of need — and 
we need to ensure that we inspire faith, trust and confidence in our organization. 

Mr. Chairman, this hearing is timely as September is National Preparedness 
Month. Just last week, the Red Cross President and CEO, Mark Everson, and six 
of our local chapter executives participated in a roundtable discussion with Rep- 
resentative Bennie Thompson, Chairman of the House Committee on Homeland Se- 
curity, and his colleagues on the Committee to talk about community and individual 
preparedness. Our chapter executives highlighted progress they have made in en- 
gaging all their constituents in preparedness efforts — many through partnerships 
with diverse organizations, faith groups, businesses, and local civic organizations. 
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We know that it is often the most vulnerable communities that are most signifi- 
cantly impacted by disaster, which reinforces my point — in order for us to get to 
communities that need us, we need to reflect those communities at all levels 
throughout our organization. 

This hearing is also timely because it is National Sickle Cell Awareness Month. 
Sickle Cell Anemia, which causes red blood cells to form an abnormal crescent 
shape, affects more than 70,000 people in the United States — mostly African Ameri- 
cans. One of the most common treatments for Sickle Cell Anemia is regular blood 
transfusions to help reduce the risk of stroke, damage to major organs that can lead 
to severe infections, and other complications that can arise from the disease. Many 
donors need blood transfusions every few weeks to help keep the effects of the dis- 
ease at bay, and transfusions from blood donors of the same ethnic background are 
even more beneficial because they have less chance of causing complications for the 
recipient. 

The American Red Cross collects more than 40 percent of the nation’s blood sup- 
ply annually. Statistically, we know that we need to improve the recruitment and 
retention of diverse blood donors, for a couple of reasons. The first is that only 8 
percent of eligible donors donate blood each year. Secondly, donations from diverse 
communities help with specific needs like Sickle Cell Anemia. African Americans, 
for instance, are more likely to have Type O or B blood. On any given day in any 
Red Cross blood re^on in the country, there are shortages of Type O and B blood. 
Increased donors will help alleviate these needs and contribute to a safe and avail- 
able blood supply. 

For large, historical organizations, building relationships and changing the demo- 
graphics of the organization take time, resources, and a solid commitment from 
leadership. Since Hurricane Katrina, the Red Cross has taken a hard look at our 
challenges with regard to reaching diverse groups and has put some policies and 
programs in place to help the organization meet these challenges. We recognize we 
have more work to do, and with new leadership comes new opportunities. 

'Where We Have Been 

Before Hurricane Katrina slammed into the Gulf Coast, the American Red Cross 
knew that it needed to implement changes that would better serve diverse commu- 
nities. There seemed, however, to be some reluctance in acknowledging or discussing 
publicly these needs. While the Red Cross previously had attempted to implement 
diversity programs that were designed to enhance our abilities to serve all commu- 
nities, there were starts and stops and limited progress was made. 

When Hurricane Katrina hit the Gulf Coast, however, issues became exacerbated 
and the organization was forced to publicly acknowledge and discuss problems of 
race, language, and culture in ways it had never done before. Indeed, the 2005 hur- 
ricane season proved to be more than 20 times greater than anything we have ever 
responded to in our 125-year history — and it turned out to be a defining moment 
for our organization. 

While I will discuss lessons learned for the Red Cross in just a moment, I want 
to offer some initial observations. Over 220,000 trained Red Cross disaster services 
workers from all 50 states, the District of Columbia, Puerto Rico and the Virgin Is- 
lands gave their talents and time to respond to Hurricane Katrina. Accordingly, our 
self-assessment is not a reflection on the people who donated their time, money and 
talents so generously. Indeed, when we turned to the American people and told 
them that our relief efforts were going to cost more than $2 billion, they responded 
with extraordinary charitable support. When we turned to the business community 
and said that we needed their expertise, several corporations, working collabo- 
ratively, shared with us their talent and innovation. I know that you will join me 
in agreeing that the challenges that existed, and those issues that still persist, are 
not a reflection of the devotion and kindness of our volunteers and donors. We ap- 
preciate and value all who came to help their neighbors in need, and continue to 
rely on volunteers to assure we can provide services today and in the future. 

That said, through our response to Katrina the Red Cross learned that there are 
limits to our effectiveness in addressing the needs of diverse constituencies in a vast 
array of communities. These constituencies included, among others, the elderly, peo- 
ple with disabilities, African Americans, Latinos and Asian Americans. During the 
relief effort, some advocacy groups observed that the Red Cross had not consistently 
met the needs of a diverse segment of their communities. One group asserted that 
the Red Cross workforce lacked diversity from top to bottom, and, as a result, was 
not sufficiently sensitive to racial and cultural issues. Put another way, the sense 
was that the Red Cross lacked “cultural competence” in its response to Katrina. 
Other groups reported Red Cross communication failures with minority populations, 
particularly in remote areas along the Gulf Coast. Another recurring complaint was 
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that the Red Cross had not done enough before Katrina struck to foster the nec- 
essary relationships and develop agreements with local and national organizations 
that serve diverse populations. 

We have taken this criticism to heart. As the nation’s largest mass care provider, 
we have been successful in responding to disasters for more than a century. On larg- 
er relief efforts we have worked effectively with familiar partners like the Southern 
Baptist Convention and The Salvation Army. In very large events, like Katrina, 
many new groups step forward. In the midst of providing service during Katrina, 
we had difficulty helping these new groups become part of the community response. 
We need to improve our ability to work with these new, non-traditional disaster re- 
sponse organizations, and do so well before the disasters take place. This was a 
hard but valuable lesson for the Red Cross to learn. The Red Cross can, and must, 
take a lead role in helping them become part of the response. 

Katrina also was a wake up call for the Red Cross that partnering is important 
in all disasters — not just major catastrophes. Since Katrina, the Red Cross, at the 
national level and throughout our more than 700 chapters nationwide, has worked 
diligently to create and foster strong partnerships with many new organizations 
that would typically not be in the disaster response business. Our chapters have 
been working with local community organizations — from faith groups and busi- 
nesses to local civic organizations — to ensure that partnerships are in place so that 
organizations that selflessly step up to help their neighbors know in advance how 
to access supplies, resources, and expertise. For many people the Red Cross is not 
their first line of defense when disaster strikes. Instead it is their church, local civic 
group, or other community organization. Through such partnerships. Red Cross 
chapters are providing training and supplies to community and faith-based organi- 
zations to strengthen response efforts across the nation so that when a disaster 
strikes, these organizations will be better prepared to assist, and the Red Cross will 
be better prepared to identify and reach out to people who may need assistance. We 
have seen the benefit of working with these new partners in many significant re- 
sponses over the past two years. I want to provide you with some recent examples: 

• In preparation for this past weekend’s tropical depression in the Gulf of Mexico, 
our Southeast Louisiana Chapter in New Orleans activated its preexisting rela- 
tions with Boat People SOS, a nationally recognized group that assists Viet- 
namese refugees and immigrants. Boat People SOS personnel were charged 
with managing the Plaquemines Parish Shelter in partnership with the Amer- 
ican Red Cross. 

• In anticipation of the same storm, the chapter also activated its partnership 
with the Hispanic Apostolate to have Spanish-speaking volunteers on-call to 
provide translation services in New Orleans disaster shelters. 

• On a national level, the Red Cross has worked with the American Translators 
Association to ensure that some 200 translators are available for deployment 
during disasters. 

• With the landfall of the quick forming Hurricane Humberto two weeks ago. The 
National Baptist Convention’s youth groups worked with our volunteers in Port 
Author, Texas to do door-to-door distribution of informational flyers while also 
assisting senior citizens with needed items such as ice, water and clean-up kits. 

• In order to more effectively address disability related issues, the Red Cross has 
partnered with the National Disability Rights Network and other national dis- 
ability advocates. At their direction, we have recently purchased 8,000 acces- 
sible cots and other items, including commode chairs and shower stools, which 
have been staged in key warehouses across the country. 

• Over the past 18 months, the Red Cross has provided disaster training at sev- 
eral NAACP convention meetings. The objective was to increase capacity to 
serve diverse and vulnerable communities as well as build stronger relation- 
ships with faith-based organizations, civic organizations and special interest 
partners, supporting a more inclusive model of community-based disaster re- 
sponse. 

While the work with our partners points to some progress, we understand that 
our collaboration must be sustained to truly benefit those we serve. Our vision for 
partnerships is that disaster relief organizations support one another for the com- 
mon good through coordinated service. There is no market share on human suf- 
fering. Therefore, our work needs to be joint in nature and inclusive to all segments 
of the nation. 

'Where We Are Going 

Earlier this year the American Red Cross underwent some major changes. In 
May, the President signed into law the American National Red Cross Modernization 



25 


Act that updated the Red Cross Congressional Charter, which had not been amend- 
ed significantly since 1947. Under the new charter, the responsibilities of the Board 
of Governors and the President and Chief Executive Officer are clearly delineated — 
holding management accountable for its performance and making the Board a gov- 
ernance and oversight board. Additionally, the Act calls for the establishment of the 
Office of the Ombudsman, an independent office that will represent the interests of 
the public by investigating and addressing complaints reported by individuals. 
These are all important changes for the American Red Cross and I thank the Con- 
gress for its expeditious passage of this measure. 

The Red Cross also has a new management team. New leadership provides new 
opportunities, and over the course of the past few months the issue of diversity has 
been discussed a great deal. While continuing an across-the-board effort on diverse 
partnerships, there is a recognition that we also need to build a more robust diver- 
sity program that fully integrates diversity in all of the Red Cross. For instance, 
we need to make further significant improvements on the staffing front and in our 
volunteer base. 

The American Red Cross must do better in understanding that diversity is a 
strategy that can enhance all aspects of its mission. Successful diversity initiatives 
result in better client services, increased staff and volunteer talent pools, stronger 
and more meaningful partnerships, and increased financial and blood donations. 
When managers see the “business case” for diversity, they can support and drive 
diversity initiatives through their operations leading to meaningful results. 

The American Red Cross must be accountable for producing results. With a diver- 
sity strategy in place, and operational goals for implementing diversity strategies 
throughout the organization, the Red Cross will be ready to start measuring results 
and holding people accountable for delivering on diversity initiatives. 

Why are we doing this? Simply put, America is changing and the American Red 
Cross must do so as well. 

Conclusion 

Mr. Chairman, Congressman Ramstad and Members of the Committee, this topic 
is important and timely — not only for the nation and the charitable sector, but also 
for the American Red Cross. While some progress has been made through partner- 
ship efforts, there is much more to be done. With more than 700 chapters and 35 
blood regions, the Red Cross is part of every community in our nation. 

We are on a path to ensure that we represent all individuals in all our commu- 
nities across the nation. This journey has started with partnership, but it will not 
end there. 

I want to close with one thought about the Red Cross and our long history. The 
American Red Cross, as part of an international movement, is guided by seven fun- 
damental principals. One of those principals is “[i]mpartiality.” This principal states 
“[i]t makes no discrimination based upon nationality, race, religious beliefs, class, 
or political opinions. It endeavors to relieve the suffering of individuals, being guid- 
ed solely by their needs, and to give priority to the most urgent cases of distress.” 
The foundation of ensuring that we are representative of those we serve — and that 
we are a culturally competent and sensitive organization — is embedded in the prin- 
ciples of who we are. I think this is a very good starting point. 

We have a tremendous amount of work to do, and we are going to need your help. 
Together, we believe we can make the Red Cross the strong, diverse and inclusive 
organization it should be — and that all Americans expect it to be. I look forward to 
working with you as we continue this journey, and I would be happy to answer any 
questions you may have. 


Chairman LEWIS. Thank you very much for your testimony. 

I’m pleased now to welcome our next witness, Susan Berresford, 
the president of the Ford Foundation. Thank you for being here. 

STATEMENT OF SUSAN BERRESFORD, PRESIDENT AND CEO, 
THE FORD FOUNDATION 

Ms. BERRESFORD. Thank you very much. Chairman Lewis and 
Members of the Subcommittee, thank you for holding this hearing 
today. 
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I was asked to explain how the Ford Foundation makes alloca- 
tions, who makes those decisions, and to give you some examples 
of the programs we support. Ford’s mission is to strengthen demo- 
cratic values, reduce poverty and injustice, promote international 
cooperation and advance human achievement. 

We commit 75 percent of our U.S. funding to the reduction of 
poverty and injustice. In the last fiscal year this totaled about $220 
million, and since poverty disproportionately affects women, mi- 
norities, immigrants and people in rural areas, they are the center 
of our work. 

Most of Ford’s work could be called strategic philanthropy ad- 
dressing root causes. This differs from charitable philanthropy that 
addresses immediate needs such as hunger or homelessness. 

We provide risk capital for pilot programs for research and for 
people tackling systemic injustice in education, housing and other 
areas. 

How do we make decisions at Ford, and who makes them? Ford’s 
trustees set program policy, and policy in other matters, such as 
investment and governance. Among our trustees who are U.S. citi- 
zens 40 percent are minorities, 23 percent are citizens of other 
countries, 62 percent are women. 

The next president of the foundation, Luis Ubinas, will be the 
first Hispanic president. I was the first woman president. My pred- 
ecessor Franklin Thomas, the first African-American president. 

Forty-six percent of our professional grant makers are minorities. 
Together the board and program staff, with help from outside advi- 
sors, explore ways to help solve problems that fall within our mis- 
sion statement, and ultimately the board approves our grant strat- 
egies and then allocates funds to those strategies and offices. Then 
they delegate to the president the authority to approve grants. 

Now let me give you some examples in four categories. First 
strategy, we believe that people really matter and so we try to en- 
sure diversity in the talent pools from which the U.S. draws leader- 
ship. 

Since the early 1960s the foundation has given over $175 million 
to the largest private philanthropic fellowship program that pro- 
motes diversity in the American professoriate. 

The Ford diversity fellows program has given fellowships to ap- 
proximately 5,000 scholars from rural and urban areas. Most now 
hold positions in academe. Fifty-5 percent are African American; 38 
percent, Hispanic; six percent Native American. 

Community colleges enroll more than 50 percent of Latinos and 
40 percent of African Americans in higher education in our coun- 
try. Since 1966 we’ve provided about $33 million for these institu- 
tions. 

We helped them improve the way student credits can be trans- 
ferred upward in a system, how to keep tuition low and how to fos- 
ter the community college’s collaboration with schools who send 
students to them and employers who hire them. 

The second strategy the foundation has is to give low-income peo- 
ple a chance to build assets, not just to earn income. Ford com- 
mitted $50 million as a guarantee so Fannie Mae would purchase 
mortgage loans made to families with low income and low credit 
scores. 
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This leveraged $4.3 billion from Fannie Mae and created 50,000 
new homeowners in low income families, 44 percent of them minor- 
ity and 15 percent in rural areas. They have outstanding repay- 
ment rates. 

Manufactured housing, as you probably know, accounts for two- 
thirds of all rural housing starts, but manufactured homes in mo- 
bile home parks often fail to create a lasting asset the way other 
homes do, so Ford invests in initiatives that enable people to buy 
the land their mobile homes sit on, to improve the structures and 
to raise building standards. 

Another asset strategy we invest in for low-income families is 
children’s savings accounts. These accounts are seeded at birth by 
investments from government and nonprofits. They buildup over 
time by private savings and public contributions. They can be used 
after 18 years of age to pay for college or school fees or invest in 
a downpayment for a home. 

We fund a national demonstration program in eleven sites 
around the country that is working on this idea; 1,300 accounts, 78 
percent of which are held by minority children. Since 2005 several 
bills have been introduced modeled on this program. We think it’s 
a very exciting idea for national policy. 

Third strategy: Ford has also provided decades of funding for 
legal advocacy organizations that establish standards of fairness in 
America. The NAACP Legal Defense and Education Fund, the 
Mexican-American Legal Defense and Education Eund and similar 
defense funds for Puerto Rican groups, for Native American and 
Asian-American groups. 

Since the 1950s we’ve invested over $265 million with these 
groups. We also support voter registration and education. 

The last area I want to note quickly is the field of philanthropy 
itself Ford supports grant-making associations that foster greater 
funding for minority communities. Minority Leadership in philan- 
thropy, greater funding for rural communities and rural leadership. 
They are groups like the Hispanics in Philanthropy, Native Ameri- 
cans in Philanthropy, the Association of Black Foundation Execu- 
tives. 

I think you have before you a time line that shows 70 years of 
the Eord Foundation’s funding for topics of this sort. It displays 
many more examples than I was able to give and we are very 
proud to have the diverse partners that we have reaching into the 
diverse communities in America. 

Thank you. 

[The prepared statement of Ms. Berresford follows:] 

Statement of Susan V. Berresford, President and CEO, 

The Ford Foundation, New York, New York 

Chairman Lewis and members of the Subcommittee, thank you very much for the 
opportunity to appear before you today. I am Susan Berresford, President and CEO 
of the Ford Foundation, an independent, nonprofit, nongovernmental organization. 
Ford’s mission is to strengthen democratic values, reduce poverty and injustice, pro- 
mote international cooperation and advance human achievement. 

We commit approximately 75 percent of our U.S. funding to the reduction of pov- 
erty and injustice. In the last fiscal year, this totaled nearly $220 million of our 
$300 million U.S. allocation. We fund people and organizations tackling systemic in- 
justice in education, employment, housing, asset accumulation and other areas. 
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Since poverty disproportionately affects women, minorities, immigrants and rural 
communities, they are at the center of our work. 

This year the Ford Foundation celebrates 70 years of delivering on a promise to 
improve lives and create opportunity. It has provided over $13 billion for grants, 
projects and loans. These funds derive from an investment portfolio that began with 
gifts and bequests of Ford Motor Company stock by Henry and Edsel Ford. The 
foundation operated as a local philanthropy in the state of Michigan until 1950, 
when it expanded to become a national and international foundation. The founda- 
tion no longer owns Ford Motor Company stock and has no formal ties to the com- 
pany. Its diversified portfolio is managed to provide a perpetual source of support 
for the foundation’s programs and operations which are headquartered in New York, 
with offices in Africa, Asia, Latin America, the Middle East and Russia. 

I would like to begin by making a distinction between charity and strategic phi- 
lanthropy. Philanthropy encompasses charity that provides resources to deal with 
immediate needs such as sheltering the homeless, feeding the hungry, healing the 
sick and other acts of basic generosity. Ford, for example, has made grants in the 
aftermath of natural disasters in the Gulf Coast region and we helped nonprofits 
in New York and Washington respond to the events of September 11. 

But there is another kind of philanthropy, one that offers the prospect of curing, 
rather than simply alleviating, problems. It involves the strategic use of resources 
to search for new ideas that can address root causes. Both charitable and strategic 
philanthropy have been present in U.S. philanthropy for many decades, and both 
will always be needed. 

Most of Ford’s work is in the category of strategic philanthropy. We see our role 
as a resource for innovative people and institutions worldwide, providing risk capital 
for pilot programs, research, institution building and developmental activity. Stra- 
tegic philanthropy recognizes that bringing innovations to scale requires partners 
such as government, business and civil society which have capacity and reach far 
beyond the abilities of any single philanthropic endeavor. 

Before I outline some of the ways in which we serve diverse communities I would 
like to provide you with a sense of who makes up the leadership and staff of the 
foundation and how the Ford Foundation makes allocation decisions. 

Diversity of Leadership 

Ford’s Trustees select the president, set policy and overall spending targets. They 
ensure that the foundation’s policies are implemented effectively. The composition 
of Ford’s board and staff reflects our intent to draw on diverse talent. Among our 
Trustees who are U.S. citizens, 40 percent are minorities. Twenty three percent are 
citizens of other countries, primarily representing the regions in which we work. 
Sixty two percent of our Trustees are female. Our Trustees bring experience in busi- 
ness, nonprofit and governmental work. The next president of the foundation, Luis 
Ubihas, will be the first Hispanic president in Ford’s history. I was the first female 
president and my predecessor, Franklin Thomas, who served for 17 years, was the 
first African American president. 

Today 46 percent of our professional U.S. grant makers are minorities — up from 
27 percent in 1996 when I became president. Fifty percent of all grant making staff 
are female. This diversity helps to ensure that we bring a variety of perspectives 
to our operations and grant making. 

Allocation Decisions and Strategies 

Our mission drives the programmatic and substantive nature of our work. The 
board and staff explore problems to which Ford resources can be applied, each 
bringing ideas to the table. Ultimately, the board approves the subject areas in 
which we work, the broad strategies in which we invest, and the allocation of funds 
to those topics and to our worldwide offices. The board delegates to the president 
the authority to approve grants from those allocations. 

Program officers, our key grant makers, explore how foundation grants can have 
the greatest impact, supporting people with innovative and promising ideas. Pro- 
gram staff and grantees regularly report to the board on how strategies are working 
and board members travel each year to review program work on the ground in the 
U.S. and overseas. 

The strategies for which we seek board approval most often aim to alter or build 
systems and organizations that can deliver lasting benefits to disadvantaged people. 
We offer patient capital and partnership, often sticking with people and organiza- 
tions for years as they refine and test ideas and build to scale and significance. 

I would like to offer a few examples of Ford support for systemic change led by 
courageous men and women who share our values and aims. This work extends to 
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both rural and urban America and represents efforts in a variety of areas, including 
education, economic opportunity, the arts, media, civil rights, and philanthropy. 

Creating Access to Opportunity 

People matter, so we try to ensure diversity in talent pools from which the U.S. 
draws leadership in various domains. Since the early 1960’s, Ford has supported the 
largest private fellowship program that fosters diversity in the American professo- 
riate. Originally called the Ford Minority Fellows program, now the Ford Diversity 
Fellows Program, it has provided over $175 million for fellowships and related sup- 
port for approximately 5,000 scholars from rural and urban areas, most of whom 
who now hold positions in academe. Fifty five percent are African American, 38 per- 
cent are Hispanic, and 6 percent are Native American. The program is run by the 
National Academy of Sciences, whose distinguished reputation lends prestige to the 
fellows’ fine work. 

In K-12 education. Ford has devoted more than $35 million to Project Grad, de- 
veloped in Houston schools under the civic leadership of Jim Kettleson, former Ten- 
neco CEO. GRAD improves high school graduation rates and college-going in poor, 
urban communities. It has expanded from Houston to Los Angeles, Atlanta, Newark 
and other locations. Ford also invested heavily in research to determine how and 
where GRAD worked best. Our principal grantee was GRAD USA, led by a Hispanic 
educator. 

Community colleges serve as a gateway to higher education among minority com- 
munities. More than 50 percent of Latinos and 40 percent of African Americans in 
higher education are enrolled in community colleges. Since 1996, we have provided 
over $33 million for these vital institutions. This support has focused on making 
them more accessible, improving the way students credits are transferred, keeping 
tuition low, and helping students, particularly students of color, stay in school and 
prepare to enter the workforce. In California, we’ve recently provided nearly $1 mil- 
lion to study how community colleges are serving diverse communities and to pro- 
pose ways they can improve. 

We have also provided $100 million to historically black colleges and universities 
(HBCUs). And we have supported the United Negro College Fund with grants total- 
ing over $20 million since the early 1950s. 

Developing Innovations that Improve Lives 

The foundation believes that giving people a fair chance to build assets is critical 
to breaking the cycle of poverty and dependence. Our grantees create an infrastruc- 
ture of financial and workforce development services that reach poor, remote and 
marginalized communities that the market has served poorly. 

In housing. Ford committed $50 million as a guarantee so Fannie Mae would pur- 
chase mortgage loans made to families with low income or low credit scores. 
Leveraging $4.3 billion from Fannie Mae, 50,000 new homeowners have been cre- 
ated, 44 percent of them minority families with 15 percent located in rural commu- 
nities. Now in its sixth year, this 10 year initiative is demonstrating that it is pos- 
sible to identify low-income families who pay their bills reliably and can support 
mortgages that build family assets. The program is changing banking practice in 
communities across the US. This idea came to Ford from the Center for Community 
Self-Help in North Carolina, a leader in innovation related to home ownership and 
prevention of predatory lending. 

In rural America, manufactured housing accounts for two-thirds of all housing 
starts, yet it often fails to be the dependable asset most urban homes are. The foun- 
dation invests in a variety of rural initiatives that enable people to own the land 
their homes sit on and seek to improve the building standards for manufactured 
housing. One grantee, the New Hampshire Community Loan Fund, has received 
$8.4 million in grants and $5 million in loans for this asset-building work. With over 
$9 million in grants, the Corporation for Enterprise Development in Washington 
D.C. is working to improve building standards and financing mechanisms for manu- 
factured-home owners. 

One of the most innovative ideas to help low income families accumulate assets 
is the creation of Children’s Saving Accounts. These accounts are seeded at birth 
by nonprofits and government and built up over time at key life intervals by con- 
tributions from families themselves and other donors. We support an ongoing na- 
tional demonstration program in 11 urban and rural locations that includes 1,300 
accounts, 78 percent of which are held by minority children. The accounts can be 
accessed only after age 18, building — through compound interest and deposits — as- 
sets that can then be applied to school fees, home down payments or other signifi- 
cant investments. 
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Since 2005, several legislative bills have been introduced to advance this idea. As 
we receive results of the multi-year experiment it is sure to be a resource for longer- 
term policy innovation. It has already prompted the creation of the Child Trust 
Fund program in the United Kingdom. This program came to the Ford Foundation 
from The Corporation for Enterprise Development, and a professor at Washington 
University in St Louis. 

Strengthening Urban and Rural Communities 

Since the 1960s Ford has been committed to community development in dis- 
tressed urban and rural communities. We support efforts to create healthy, safe and 
strong neighborhoods where people can access employment, education and essential 
services. Early investments gave rise to Community Development Corporations 
(CDC) formed by residents, small business owners, congregations and other local 
stakeholders. Today there are 4,600 CDCs operating across the country. Addition- 
ally, nearly $60 million has been invested in the creation of the Local Initiatives 
Support Corporation, or LISC, providing services to inner city residents. We also 
commit to long-term revitalization efforts in regions that are in economic transition 
and distress such as the Gulf Coast, Camden,, New Jersey and Detroit, Michigan. 

Nearly $70 million has been invested in rural communities in recent years. With 
loans of $6.5 million, we support Southern Bancorp, the largest rural development 
bank in Arkansas and Mississippi to address the needs of the poor. In Maine, we 
provided $4 million in grants and $7.75 million in loans to help Coastal Enterprises 
develop the Portland Fish Pier, enabling fisherman and fishing co-ops to gain effi- 
ciency that makes them more competitive in domestic and international markets. 
We have supported the First Nations Development Institute with $11 million over 
the past 10 years to invest in economic development in Native areas. 

Supporting Civil Rights 

Ford has also been at the forefront with decades of funding for the legal advocacy 
organizations that have helped establish standards of fairness in our country. We 
have funded the NAACP Legal Defense and Educational Fund, Mexican American 
Legal Defense and Educational Fund, the Native American Rights Fund, the Puerto 
Rican Legal Defense and Education Fund and Asian American Legal Defense and 
Education Fund. Our support to these and other key civil rights organizations since 
the 1950s exceeds $265 million. 

We support work in the area of voter registration and participation that also helps 
ensure that our diverse populations can be heard in public fora. Since the early 
1980s over $13 million has been granted to support the Leadership Conference on 
Civil Rights Education Fund for these and other efforts. Ford also granted $3.2 mil- 
lion to the National Coalition on Black Civic Participation, a network of 80 member- 
ship organizations committed to increasing civic participation. They operate in 12 
states, including California, Georgia, Ohio and Wisconsin. Support has also been ex- 
tended to organizations such as Asian and Pacific Islander American Vote, Inc. 

In southern rural areas, grassroots work on civil rights includes $6.5 million to 
lift black rural women out of persistent poverty. The Southern Rural Black Women’s 
Initiative focuses resources on leadership and economic development, along with 
training to ensure women’s full participation in economic, civic and social life. More 
than 1000 women are participating across Georgia, Alabama and Mississippi. In 
eight southern states, black land ownership has dropped from 19 million acres to 
1.5 million acres over the last 70 years. A foundation initiative totaling over $2.3 
million is focused on helping African American families retain, manage and add 
value to these natural assets. 

The foundation has also launched the Four Freedoms Fund, to support grassroots 
organizations working to promote civic, social, economic integration and civil rights 
for immigrant communities. We have invested nearly $10 million in this donor fund 
which has already provided support to over 65 organizations in 28 states. 

Giving Voice to Diverse Cultural Expression 

In a free society artistic and cultural expression contributes to our understanding 
of human experience. Over the last five years more than $20 million has supported 
minority-led arts organizations and projects. Ford helped found the Dance Theatre 
of Harlem and its community outreach programs, helping it to grow with nearly 
$7.7 million over the years. We are the nation’s largest and most enduring private 
funder of Native American communities, with more than $80 million in support over 
the past 20 years. This includes a recent commitment of $13 million to establish 
a Native American Arts and Culture Fund. A recent grant to the National Associa- 
tion of Latino Arts will support the Fund for the Arts, a national grant program 
to benefit Latino artists and small to mid-size Latino arts organizations. 
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Over $9 million was granted to support the development of the memorable award- 
winning documentary “Eyes on the Prize,” and recently we provided funds to renew 
copyrights to keep the series publicly available. In the last five years $12 million 
has gone to the support of minority filmmakers. 

Recognizing the importance of a robust, diverse media to American democracy, the 
foundation has supported media initiatives that reflect and give voice to America’s 
diverse communities, and that promote diversity in the newsroom. We support 
media outlets serving diverse populations, granting $3.3 million in the past two 
years to the growth of ethnic media. This includes New America Media, a network 
of 700 ethnic news organizations. In all we have committed $60 million over five 
years to spark innovation in public media, focused on diversifying sources of pro- 
gramming and reaching new audiences. 

The last area I would like to touch upon is philanthropy itself. Ford has invested 
in strengthening the voice of minorities within philanthropy, providing more than 
$22 million in grants to professional associations and networks working to increase 
philanthropic support for minority communities and to expand minority leadership 
throughout philanthropy. Leading this effort are Hispanics in Philanthropy, Native 
Americans in Philanthropy, National Center on Black Philanthropy, the Association 
of Black Foundation Executives, Asia American/Pacific Islanders in Philanthropy, 
First Nations Development Institute and many others. 

Ford’s Enduring Commitment 

I have had the privilege of working at the Ford Foundation for 38 of its 70 years. 
The Ford timeline you have received displays the many ways that Ford has dedi- 
cated resources to reduction of poverty and injustice, and other aims. I am proud 
that we have a diversity of grantee partners doing this work with us — partners from 
distinguished public agencies such as the National Academy of Sciences and non- 
profit non-governmental groups like GRAD USA, the Center for Community Self- 
Help, the NAACP and MALDEF, to universities, academics, and leaders from Amer- 
ican business. Only when all sectors of our society align resources for equality and 
fairness will we see lasting results. 

Ford’s board and staff are proud to be a resource for the idealistic social move- 
ments of our time and the innovative ideas of diverse people. 

I want to thank Chairman Lewis and the members of the Subcommittee for bring- 
ing attention to the contributions of foundations and other nonprofits to our Amer- 
ican ideals and to struggles for equality among our diverse people. 


Chairman LEWIS. Thank you very much for your testimony. 

Our next witness is from the great city of Atlanta. Please wel- 
come Lesley Grady from the Community Foundation for Greater 
Atlanta. She is the vice president of community partnership. Wel- 
come. 

STATEMENT OF LESLEY GRADY, VICE PRESIDENT OF 
COMMUNITY PARTNERSHIPS, THE COMMUNITY 
FOUNDATION FOR GREATER ATLANTA 

Ms. GRADY. Thank you very much. Mr. Chairman and distin- 
guished Members of the Subcommittee, thank you for the oppor- 
tunity to appear before this Subcommittee to discuss how chari- 
table organizations serve the needs of diverse communities. 

As vice president of community partnerships I am responsible for 
grant making, community leadership and education of our donors. 

The Council on Foundations, a membership organization of more 
than 2,000 grant-making foundations and giving programs world- 
wide, recently created national standards for community founda- 
tions. It defines a community foundation as a public charity with 
a long-term goal of building permanent funds established by many 
individual donors for the b^enefit of residents in a particular geo- 
graphic area. 
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We make philanthropy happen by connecting donors, nonprofits, 
community leaders and institutional partners at the same table. 
Community foundations exist all over the world. They account for 
1 percent of all U.S. grant-making foundations but almost 9 per- 
cent of giving. 

The Community Foundation for Greater Atlanta serves a 23- 
county region, including the urban core of metro Atlanta, suburban 
areas just outside the perimeter, and ex-urban and rural counties 
as well. We provide funding to nonprofits through local funds, 
donor advised funds, competitive grant-making programs and stra- 
tegic initiatives targeting specific community issues. 

The Community Foundation for Greater Atlanta ranks in the top 
10 of community foundations by total giving and in the to 20 for 
asset size, yet while these numbers provide a statistical back- 
ground for the power of community foundations the real power 
comes from connecting people and ideas to make our communities 
stronger. 

One of the ways we reflect diverse communities is by having 
strong diverse governance. The Community Foundation’s board 
nomination process identifies persons reflective of the communities’ 
demographics, using primary indicators such as race and gender, 
but also ethnicity, geograp%, socioeconomic background, profes- 
sion, religious and political affiliation. 

Our staff as well reflects more than seven nationalities and is di- 
verse by age, religion, sexual orientation, political affiliation, mar- 
ital status and education. 

One of the main roles of the Community Foundation is to provide 
services to donors. We make philanthropy easy for our individual 
and family donors so they continue to support charitable organiza- 
tions. 

But the most important thing we do is to educate and engage our 
donors. One of our donors family came to us with several passions. 
The father had grown up in foster care and was interested in sup- 
porting youth in need. The children were interested in animal wel- 
fare. The entire family wanted to support a faith-based organiza- 
tion. 

We introduced them to a unique nonprofit called Noah’s Ark, a 
facility serving as a home for abused children as well as a rehabili- 
tation center for wildlife and abused animals. The foundation 
brought eleven intergenerational members of this donor family 
from the suburbs of Atlanta to rural Henry County to visit Noah’s 
Ark, and as a result the family recommended a $25,000 grant. 

The Community Foundation also supports diverse populations 
through our grant-making. We have local affiliates in five counties 
and regional outreach staff who work in the counties furthest from 
us to better engage and understand their needs. 

For the past 16 years we have implemented the neighborhood 
fund, which provides small grants to resident groups of five or 
more as well as a personal coach to assist and to improve their 
communities. Neighborhood fund grants are awarded for projects 
such as neighborhood cleanups, seniors walking clubs, voter reg- 
istration drives and more. 

The foundation stays connected the region’s changing population 
by bringing diverse groups to the table to talk about the issues in 
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our region and figure out how we can pool resources of time, exper- 
tise and assets to create potential solutions. 

Since the time it was called GRID, gay-related immune defi- 
ciency, the Community Foundation has heen involved in HIV/AIDS 
by providing more than $9 million in grants as well as strong com- 
munity leadership since 1981 through partnerships with major in- 
stitutions such as the Ford Foundation, our local United Way and 
our donors. 

As the issue has changed and new HIV infection is now concen- 
trating in people of color and people who are poor, homeless and 
incarcerated we have renewed our efforts, and recently established 
a leadership team of the AIDS fund to provide focused strategic at- 
tention to the issue. 

This team is co-chaired by Dr. David Satcher, former U.S. Sur- 
geon General and a board member of the Community Foundation, 
and Sandy Thurman, former director of national AIDS policy under 
the Clinton Administration. 

Finally, the Community Foundation conducts research on the 
critical issues addressing our community. We sponsor global snap- 
shots produced by the Atlanta Regional Commission. These publi- 
cations profile various ethnic communities, their demographics, 
their customs, economic impact, where they live and the organiza- 
tions that serve them. Recent snapshots include profiles of Cubans, 
Bosnians, Ethiopians, Iranians, Japanese and Haitians. 

Other recent research efforts include a study. Giving a Shared 
Inheritance, to understand the patterns, trends and motivations of 
African-American philanthropy in metro- Atlanta. We also did re- 
cent research on the intersections between health and homeless- 
ness. 

For all of our research we go directly to the sources, service pro- 
viders, public officials as well as persons impacted by the issue. We 
take all of this knowledge and use it to inform our grant-making, 
leadership and education of donors. 

The Community Foundation for Greater Atlanta is not unique. 
We are one of more than 700 community foundations in this coun- 
try that all strive to fully represent the dynamic and diverse com- 
munities we serve. It is a constant learning process, but the only 
way we can be successful we know is by truly representing the di- 
verse voices that make up our community. 

Thank you very much. 

[The prepared statement of Ms. Grady follows:] 

Statement of Lesley Grady, Vice President of Community Partnerships, 
The Community Foundation for Greater Atlanta, Atlanta, Georgia 

Mr. Chairman and Distinguished Members of the Subcommittee: 

Thank you for the opportunity to appear before this subcommittee to discuss how 
charitable organizations serve the needs of diverse communities. My name is Lesley 
Grady, and I am the vice president of Community Partnerships for The Community 
Foundation for Greater Atlanta. 

The Council on Foundations, our membership organization of more than 2,000 
grantmaking foundations and giving programs worldwide, recently created national 
standards for community foundations. The Community Foundation for Greater At- 
lanta has achieved these standards. They define a community foundation as the fol- 
lowing: 

• A tax-exempt, nonprofit, autonomous, publicly supported, non-sectarian philan- 
thropic institution with a long term goal of building permanent, named compo- 
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nent funds established by many separate donors for the broad-based charitable 
benefit of the residents of a defined geographic area, typically no larger than 
a state. 

• The governing body retains variance power by which it may modify any restric- 
tion or condition on the distribution of assets, if circumstances warrant. Fur- 
ther, with respect to assets held in trust, the governing body must have the 
power to replace any participating trustee for breach of fiduciary duties under 
state law or for failure to produce a reasonable rate of return of net income. 

• Serves a particular geographic area such as a municipality, county, state, met- 
ropolitan area or closely related aggregation of such areas that are considered 
for some purposes as a community, typically no larger than one state. An orga- 
nization serving a single greater metropolitan area would satisfy this criterion 
even if that greater metropolitan area included part of several states. This cri- 
terion excludes national and multi-national organizations. 

• Governing body ensures that the governing documents include policies for size 
of the board, required number of meetings annually, limits of members’ term, 
and structure and responsibilities of standing committees. 

• Has a long term goal of securing resources to address the changing needs of the 
community it serves. 

Community foundations exist ah over the world with approximately 700 here in 
the United States. They account for 1 percent of ah U.S. grantmaking foundations 
but almost 9 percent of giving. According to the Foundation Center in 2006 their 
estimated giving rose 13.2 percent to a record $3.6 billion — surpassing independent 
and corporate foundations. In addition, community foundations prioritized giving for 
children and youth and the economically disadvantaged in 2005. 

The Community Foundation for Greater Atlanta serves a 23-county region of 
metro Atlanta. In that region we provide services to the urban core of Atlanta, the 
suburban areas just outside the perimeter and to exurban and rural counties as 
well. We provide funding to nonprofit organizations through local funds, donor ad- 
vised dollars, competitive grantmaking programs and strategic initiatives. The Com- 
munity Foundation for Greater Atlanta ranks in the top 10 of community founda- 
tions by total giving, the top 20 for asset size and has approximately 650 individual 
and family donors. 

While these numbers may provide a statistical background to the power of com- 
munity foundations, the real power comes from being a local source of community 
aid, leadership and awareness. Each community foundation is different because 
each community it represents is different. Community foundations exist to respond 
to the specific needs of a geographic community, to build a permanent endowment 
through assets contributed by many donors and to act as community leaders ad- 
dressing a variety of current and long-term needs. 

Governance: 

One of the most important ways a charitable organization can reflect diverse com- 
munities is through a strong governance structure. The Community Foundation’s 
Board is a diverse group of influential community leaders. We feel it is crucial to 
our long-term success as a community foundation to elect members who are rep- 
resentative of the 23-county service area known as metropolitan Atlanta. The Com- 
munity Foundation has a written nomination policy and process that aims to elect 
persons reflective of the community’s demographics with respect to primary indica- 
tors of diversity such as race and gender, but also with respect to ethnicity, geog- 
raphy, socio-economic background, profession, and religious and political affiliations. 
As a guide to assessing the community’s demographics. The Community Foundation 
uses the census data for the Atlanta metropolitan statistical area as dehned by the 
U.S Census Bureau. The Community Foundation’s staff is another critical area of 
diversity. The current makeup of our staff includes individuals who are African 
American, Caribbean, Latina, Nigerian, Caucasian and Asian American. In addition, 
the staff is diverse by age, religion, sexual orientation, political affiliation, marital 
status and education. 

Donor Services: 

One of the main roles of The Community Foundation for Greater Atlanta is as 
a donor service provider. We want to make philanthropy easy for our donors so they 
continue to support charitable organizations. We do this by taking care of the due 
diligence and the administrative tasks of managing their record keeping, 
grantmaking, tax reporting and investment oversight. But the most important thing 
we do for our donors is to educate and engage them. We work with both individual 
and family donors and help them to discover their philanthropic passion by con- 
necting them with causes they care about. We take donors and their families on site 
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visits to learn how a nonprofit accomplishes their work. We create reports or issue 
briefs on how a topic such as the environment is affecting Atlanta and what non- 
profit organizations are doing right now to make a difference. We help donors serve 
on boards and volunteer committees so they become fully ingrained in that organiza- 
tion. We connect donors with issues and causes they might not discover otherwise, 
and that is how we connect diverse communities. 

One of The Community Foundation’s strategic initiatives focuses on the chal- 
lenging transition for foster youth out of the foster care system. Each year in Geor- 
gia approximately 400 youth in foster care reach the age of 18 and emancipate from 
the foster care system without the basic support, family network, community con- 
nections, jobs, housing, health insurance and other resources needed to become self- 
sufficient responsible adults. Our Metropolitan Atlanta Youth Opportunities Initia- 
tive focuses on making this transition easier for foster youth through individual de- 
velopment accounts, youth leadership boards and emplojunent opportunities. When 
one of our donors expressed an interest in children’s issues and asked The Founda- 
tion staff to research particular areas of need, we informed him about several oppor- 
tunities including the challenges of dental care for foster youth. Many youth in the 
foster care system have limited to no dental coverage and therefore have no way 
to repair tooth decay. The result is having their teeth pulled. Missing teeth not only 
affect potential employment, but it also affects an individual’s self-image. That 
donor was so moved by the stories of these youth that he designated dollars from 
his donor advised fund to cover dental expenses for foster care youth. The only way 
he learned about this issue and connected with this cause is through The Commu- 
nity Foundation sharing of our knowledge. That is how one donor connects to di- 
verse communities. 

We established the Center for Family Philanthropy in 2000 to help engage and 
educate the next generation in philanthropy. The Center for Family Philanthropy 
provides family-centered grantmaking and educational and estate planning services 
to donors and their families. Through the Center, families work with an advisor to 
develop an individual plan featuring the family’s values and interests, and also to 
develop a general and annual plan for grantmaking. We coordinate and manage 
families’ grantmaking processes; provide information and education services, per- 
sonal site visits and customized reports; and we provide opportunities for collabo- 
rative funding. We do this to encourage families to engage their children in philan- 
thropy at an early age. Families can begin the process of developing life-long philan- 
thropists by involving young children in family volunteer opportunities. 

One of our Center families came to The Community Foundation with several ideas 
that made each family member passionate. The father had grown up in the foster 
care system and was interested in supporting youth in need, several of the children 
were interested in animal issues and the entire family wanted to support a faith- 
based organization. What they ended up discovering through The Community Foun- 
dation was a unique nonprofit organization called Noah’s Ark — a facility serving as 
a home for abused, orphaned and troubled children as well as a rehabilitation center 
for wildlife and other abused, injured and orphaned animals. The Community Foun- 
dation brought 11 intergenerational members of this family from the suburbs of At- 
lanta to rural Henry County to learn more about the work of Noah’s Ark. Through 
this site visit the family made a recommendation to support this group with a 
$25,000 grant from their fund, and they continue to ask about ways to help Noah’s 
Ark. That is how we connect multiple generations of philanthropists to communities 
in need. 

Grantmaking: 

The Community Foundation also reaches out to diverse populations through our 
grantmaking from local funds, donor advised dollars, competitive grantmaking and 
strategic initiatives. 

We serve a 23-county region and in order to reach the many individuals who 
make up that region we make sure we never stay in one place. We conduct 
grantmaking orientations for nonprofit organizations and constantly move them 
around to make sure we are reaching the entire region. Understanding the issues 
that matter to the multitude of cities, suburban townships, unincorporated areas 
and rural communities that comprise the Atlanta region is a daunting task. But we 
know that the charitable objectives of donors and their families often transcend city 
or county lines. Believing that stimulating philanthropy anywhere in the region ulti- 
mately stimulates philanthropy everywhere in the region. The Community Founda- 
tion currently works with Local Funds in Clayton, Fayette, Morgan, Newton and 
North Fulton. The Foundation helps Local Funds build their capacity to identify 
local issues and local assets and supports their local grantmaking efforts with a 
match as well. In addition, our staffing structure includes a regional outreach staff 
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divided up into three regions. Each of these individuals works out in the field to 
engage and understand that community’s needs and bring that knowledge back to 
our donor base. In this way, the potential of each community is enhanced and each 
can work with the other to strengthen our region. 

One of our strategic initiatives called The Neighborhood Fund focuses on building 
local leadership throughout that 23-county area. Established in 1991 with a grant 
from the Charles Stewart Mott Foundation and a matching grant from one of our 
donor-advised funds, The Neighborhood Fund provides low- and moderate-income 
neighborhoods of metro Atlanta critical resources for accomplishing community- 
based projects; building the leadership skills of residents; and enhancing the organi- 
zational capacity of the group implementing the project. Through the years, the 
range of local projects supported by the Neighborhood Fund has been remarkable. 
Many different issues have been addressed, such as youth development, senior safe- 
ty and health, employment, environmental improvement, voting, recreation and cul- 
tural appreciation. Viewed as a whole, these projects demonstrate an inspiring de- 
gree of grassroots imagination, talent and resolve. In addition, these projects are 
tackled in a wide variety of communities from the urban core of the city of Atlanta 
to the rural towns in Walton and Morgan Counties. One example of this local lead- 
ership in action was within Atlanta’s Allen Road complex. Residents organized to 
bring retail and other services to their side of the street, because seniors were afraid 
to cross the busy road. With a $5,000 grant, a beauty parlor and a snack shop were 
started in 1997. In 2004, The Community Foundation received a check for $1,400 — 
the micro enterprises had become so profitable that the residents returned the grant 
dollars to the Neighborhood Fund, so others could create positive change in their 
own neighborhoods. 

Another aspect of the Neighborhood Fund is our Neighborhood Fund Leadership 
Institute. We believe that the individuals who make up their communities can be 
and should be the ones leading others to make positive transformations where they 
live. Strong leadership is the foundation of a neighborhood’s capacity to address 
needs and effect change. The Neighborhood Fund Leadership Institute teaches indi- 
viduals how to build strong, resourceful communities and increases the ability of 
citizens to organize their communities. For emerging leaders in the counties of our 
service area, we provide a free structured curriculum developed in partnership with 
the University of Georgia’s J.W. Fanning Institute of Leadership. It includes asset- 
based community development helping participants identify and utilize untapped re- 
sources in their community; project planning teaching participants to utilize a re- 
sults-based model to develop high-impact projects; volunteer recruitment and man- 
agement helping participants understand the needs of community volunteers and 
acquire techniques for recruiting, managing and promoting teamwork; values identi- 
fication leading participants to examine the challenges and benefits of diversity, and 
to develop strategies for working effectively with different values, ideas about lead- 
ership and communication methods; family economic success guiding participants to 
address the economic well-being of their neighborhoods through a process-driven ap- 
proach to community development; community organizing teaching participants to 
link individual resident challenges to larger social issues and concerns, and devel- 
oping strategies for moving the community agenda forward; and organization devel- 
opment helping participants learn the fundamentals of running an effective organi- 
zation including fundraising, board development and group dynamics. Our leader- 
ship institute graduates continue to inspire and lead their communities. Since 2001, 
we have graduated nearly 120 metro Atlanta residents from The Neighborhood 
Fund Leadership Institute. We have graduates such as Nate Dyer (2006) who has 
lead young people in the Vince City community to take on leadership roles and have 
actively challenged the school system for changes in public education. One of our 
first graduates, Peggy Harper, is an active member of the Atlanta community and 
was the former Neighborhood Planning Unit President. She also sits on several 
boards including the Atlanta Renewal Community Coordinating Responsible Author- 
ity (ACoRA) Program. We have supported other counties and groups as they create 
their own model for their community including Clayton, DeKalb and a Latino Lead- 
ership Institute. The institute is now a mechanism for partnerships with groups 
such as The Center for Working Families and Weed and Seed referring and sup- 
porting residents from the communities they sponsor to participate in the program. 
Once individuals have completed the Leadership Institute program they are then 
encouraged to submit an application for a planning, project or community invest- 
ment grant to apply their leadership capabilities in a concrete way that will benefit 
their neighborhood. 

In 1994 The Community Foundation for Greater Atlanta applied for and received 
funding from the National Lesbian and Gay Community Funding Partnership to im- 
plement a grantmaking program of services to Lesbian, Gay, Bisexual and 



37 


Transgender (LGBT) youth and to assemble an advisory committee to guide the 
grantmaking process that reflected diversity in sexual orientation, age, race, eth- 
nicity, gender and socio-economic status. That funding required a unique oppor- 
tunity for The Community Foundation — it was contingent upon us raising matching 
funds from our donors. Through education and engagement The Community Foun- 
dation was able to raise that local donor match and from 1994-1999 created and 
helped sustain programs and bring resources to support LCBT youth issues through 
the Lesbian and Cay Funding Initiative. We were given the opportunity to focus on 
any issues affecting the lesbian and gay community, and we chose to focus on chil- 
dren and youth because of our knowledge base in that area. We knew, for example, 
that LCBT youth were three times as likely to commit suicide as other youth. 
Through the Lesbian and Cay Funding Initiative for youth, The Community Foun- 
dation was able to marry both knowledge and funding and match that with local 
dollars. Successes from this initiative include creation of Georgia’s first community 
center focused exclusively on supporting LGBT youth, scholarship support for LCBT 
youth, support for the first gay-straight alliance in a Georgia high school and staff 
training in working with gay and lesbian youth for mainstream youth programs. We 
created the first institutional response to LGBT youth including the first conference 
in the state on this population as a result of our funding Youth Pride, an organiza- 
tion in Atlanta dedicated to service and support for gay, lesbian, bisexual, 
transgender and questioning youth. Youth Pride celebrated their 12th birthday this 
year and is today funded by United Way, Fulton and DeKalb County government 
and other mainstream funders. Our focus on this population launched citizen con- 
versation about the population enough that brought other mainstream funders to 
the table. 

In 1998 The Community Foundation became one of six community foundations in 
the nation to receive a planning grant from the Charles Stewart Mott and Ford 
Foundation’s Intergroup Relations Program. In response to changing demographics 
in the metro Atlanta region. The Community Foundation wanted to encourage more 
productive intergroup relations to ultimately lead to increased harmony among var- 
ious cultural and ethnic groups. With a more unified community, broader regional 
concerns such as the environment, health and youth issues can be addressed with 
input from all of Atlanta’s constituencies. This program not only brought non-tradi- 
tional voices to the decision making table, it also linked different refugee and immi- 
grant populations with each other and with long-time residents, enabling them to 
share ideas, find solutions to common problems, and work on specific issues. Funds 
provided grants and technical assistance to a wide range of community enhancing 
programs focusing on collaborative projects. One such project occurred between the 
Newtown Florist Club and El Puente in Gainesville, Georgia. Newtown Florist Club 
is a 50 year-old community-based organization working to ensure environmental 
justice for Newtown, a low-income community in Gainesville, and the surrounding 
Southside communities. The organization’s constituency has been poor and working- 
class African Americans, but recently they had begun reaching out to the city’s 
growing Hispanic population. El Puente is a community-based organization that fo- 
cuses on grassroots outreach and organizing in the Hispanic community and also 
advocates for the needs and interests of people of color. Together they received fund- 
ing to build bridges between Latino and African-American youth and adults in order 
to promote cross-cultural understanding through a community dinner promoting di- 
verse cultures and through an inter-racial forum for youth. 

Community Leadership and Convening: 

The Community Foundation for Greater Atlanta has always been more than a 
grantmaker and donor services provider. One of the main ways we are able to serve 
more diverse populations is through our role as a community leader and convener. 
The Community Foundation has gained the confidence of local and national funders 
as a social entrepreneur with a proven track record of leadership in creating effec- 
tive responses to emerging community issues that have had long-term impact on the 
greater Atlanta community. 

As a community leader we see it as both our responsibility and our unique niche 
to bring diverse groups to the table to talk about tough issues affecting our region 
and how we can pool resources of time, expertise and assets to create a potential 
solution. We see strategic initiatives as a way to respond to community challenges 
by taking advantage of opportunities representing innovative ways of addressing ex- 
isting or emerging issues; supporting projects that could develop significant informa- 
tion for the nonprofit sector to improve effectiveness; and bringing together the part- 
ners, resources and information to respond to critical issues while our community 
builds a broader base of support for sustaining that response. 
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Following are examples of our work as a community leader serving diverse com- 
munities: 

The Community Foundation’s first grant addressing HIV and AIDS was in 
1981 when it was known as GRID — Gay Related Immune Deficiency. At the 
time many other local foundations were reluctant to address the disease be- 
cause of its stigma. The Atlanta Gay Center received a grant to work with the 
Fulton County Health Department to educate employees about the disease and 
how to work with the gay population. The Community Foundation continued 
grantmaking toward HIV/AIDS throughout the 1980s with a major grant from 
the Ford Foundation. Other funders began to recognize the importance of this 
work, and in 1991 we launched the Atlanta AIDS Partnership Fund in partner- 
ship with our local United Way and the National AIDS Fund. To date we have 
awarded more than $9 million to AIDS service organizations. The most impor- 
tant aspect of this grantmaking is that Vs of our grantmaking committee is liv- 
ing with HIV/AIDS and has a voice in funding the organizations that provide 
AIDS services. Earlier this year The Community Foundation also created a 
leadership team of the AIDS Fund to increase the region’s awareness and in- 
volvement in the HIV/AIDS crisis by bringing focused, strategic attention and 
leadership to the table. Dr. David Satcher, President of the Center for Primary 
Care, Morehouse School of Medicine, former U.S. Surgeon General and Board 
member of The Community Foundation, and Sandy Thurman, President, Inter- 
national AIDS Trust at the Rollins School of Public Health at Emory University 
and former Director of National AIDS Policy under the Clinton Administration 
co-chair the Leadership Team. While HIV infection rates remain stable in the 
United States, its impact is significant where HIV hits hard. As the National 
AIDS Fund describes in its recent publication. One Epidemic, HIV is fueled 
across the world by “a universal set of social and structural inequities,” such 
as poverty, poor health care, inadequate education, homophobia and racial/eth- 
nic inequalities. The face of AIDS is also changing. In the United States, the 
disease first affected gay white men. Medical advances and strong prevention 
efforts developed within this community in the initial years succeeded in reduc- 
ing infection rates and developing safer sex practices that decreased new infec- 
tions among this group. Yet the disease did not go away. It has spread to new 
groups where the risk has not been understood, where prevention education has 
not been focused, where medications are not affordable or available, and where 
social factors put people at increased risk for chronic HIV/AIDS and other 
health problems. New HIV infection is concentrating most in people of color and 
people who are poor, homeless, incarcerated, have other health challenges, un- 
protected sex and/or use drugs. Their infections are more likely to progress to 
AIDS because these communities have limited or no access to health care and 
often do not get the level of treatment needed to reduce the virus’s destruction 
of their immune system. While African Americans make up 29% of Georgia’s 
population, they represent 77% of new AIDS cases in Georgia and 63% of all 
existing AIDS cases in Atlanta were among this group. African-American 
women account for 87% of all women with AIDS in Atlanta. The AIDS Leader- 
ship Team will bring renewed energy and focus to a disease that ranks Georgia 
4th in the number of new AIDS cases nationally. 

In an effort to increase awareness of Atlanta’s growing diverse population. 
The Community Foundation serves as a sponsor of the Atlanta Regional Com- 
mission’s “Global Atlanta Snapshots.” The snapshots are designed to help com- 
munity, elected and business leaders become more familiar with the culture, 
language and customs of the increasingly diverse population living and working 
in the Atlanta region. The snapshot publications celebrate the rich ethnic and 
cultural diversity that our region now enjoys by profiling various members of 
Atlanta’s ethnic communities illustrating their customs, economic impact, where 
they live and organizations that serve them. Recent snapshots include profiles 
of Cubans, Bosnians, Ethiopians, Iranians, Japanese and Haitians. The Com- 
munity Foundation also serves as a member of the Atlanta Regional Commis- 
sion’s Global Atlanta Works Advisory Committee, which works within each of 
the region’s counties to promote diversity. 

Community Foundation has recently launched a new initiative called the At- 
lanta Neighborhood Indicators Project in collaboration with the Atlanta Re- 
gional Commission, Georgia State University, Emory University and the Annie 
E. Casey Foundation to provide organizations and individuals with user-friend- 
ly, neighborhood-level demographic and statistical data. The purpose of this ini- 
tiative is to democratize data and make it accessible for all residents so they 
can be empowered to use information to address critical community issues. The 
primary goals of the Atlanta Neighborhood Indicators Project are to broaden ac- 
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cess to information, to monitor quality of life by following conditions and trends 
at the neighborhood level, and to inspire public conversation and collaboration 
on the important issues that affect our Atlanta communities. 

The Community Foundation continues to focus on convening and outreach to 
diverse and emerging residents and donors. We were an integral member in de- 
veloping the Southeastern Network of African Americans in Philanthropy or 
SNAAP! — a membership organization of African-American grantmakers and as- 
sociates from the fundraising field who are committed to strengthening African 
American philanthropy in the greater Atlanta community. SNAAP has engaged 
national and local leaders to focus its visions for developing collective strategies 
to accelerate black giving and volunteering. The Community Foundation re- 
cently partnered with the Ford Foundation, the Marguerite Casey Foundation, 
the San Francisco Foundation and four other community foundations to release 
the “Economic Development through a Racial Lens” study. The project began in 
2001 in response to the riots in Cincinnati and the aftermath of the shooting 
death of an African-American man by police. This study captured the opinions 
of city residents about race and economic development and provided rec- 
ommendations and strategies on how investments made by philanthropic, gov- 
ernmental, business and community stakeholders can strategically connect the 
important issues of race and economic development. The Community Founda- 
tion has been instrumental in starting a regional Civic League in Atlanta to 
offer a community mechanism for civic engagement. Every community needs a 
strong business, public and nonprofit sector, but more important is a vehicle for 
community members to share their voices. With a small membership fee the 
Civic League offers broad participation from all individuals to think through 
those civic issues of the community and promote an engaged and informed citi- 
zenry. And The Community Foundation comps all of the fees for any individuals 
graduating from our Neighborhood Fund Leadership Institute so they can auto- 
matically put their leadership skills to work in this forum. Recently The Com- 
munity Foundation also funded a training of the trainers workshop to promote 
the use of Study Circles. Study Circles have been proven effective throughout 
the U.S. as a successful way to bring small groups of people together to discuss 
tough topics through honest conversation in a safe environment. We funded the 
training session for other nonprofit organizations to see if they would be willing 
to incubate a discussion around race in Atlanta through their natural networks. 
The Community Foundation realizes that these Study Circles aren’t about one 
organization tackling an issue. Instead we’re encouraging an almost viral effect 
of many of these circles happening everywhere in different settings to tackle the 
tough issue of race. The Community Foundation also is working with a commu- 
nity committee to convene forums on “Emerging Issues in Ethnic Philanthropy.” 
Sponsored by the Association of Black Foundation Executives and Hispanics in 
Philanthropy, the forums seek to identify more effective ways to link philan- 
thropic and nonprofit leaders of color to mainstream philanthropies. Each forum 
engages a broad, inclusive audience of African American and Latino leaders 
from philanthropy, business, politics, health, education and the law from 
throughout the region. 

Research: 

In addition to our community leadership and our grantmaking. The Community 
Foundation for Greater Atlanta conducts regular research on the critical issues af- 
fecting our community and our sector. We believe that one of the main ways to en- 
gage a community is by building and sharing knowledge with that community. 
Through our research projects we are able to share new issues with donors, commu- 
nicate innovative practices with nonprofits and educate community leaders and 
partners about strategic ways to approach complex problems. 

In June 2001 The Community Foundation for Greater Atlanta conducted a survey 
called Social Capital in metropolitan Atlanta. “Social capital,” a concept popularized 
by Harvard political scientist Robert Putnam, refers to “community connectedness,” 
encompassing social networks — that is, the extent to which people are involved with 
others at home, work, play and in public affairs — and feelings about reciprocity and 
trust. A growing body of research makes a strong case that social capital can pro- 
mote many other important societal goods. Communities with higher levels of social 
capital are likely to have higher educational achievement, better performing govern- 
mental institutions, faster economic growth and less crime and violence. Individuals 
living in communities with higher levels of social capital appear to live happier, 
healthier and longer lives. The Community Foundation for Greater Atlanta funded 
a survey of 610 Atlantans randomly selected from five representative metropolitan 
Atlanta counties to measure Atlanta’s stock of social capital. This local survey was 



40 


conducted as a part of the national Social Capital Benchmark Survey conducted by 
the Saguaro Seminar at the John F. Kennedy School of Government at Harvard 
University. 

In 2003 The Community Foundation launched a study called Giving: A Shared In- 
heritance to create a framework for understanding and engaging the African-Amer- 
ican giver and volunteer in Atlanta. The study was undertaken to provide a re- 
search-based foundation for understanding the patterns, trends and motivations of 
African-American philanthropy. The study findings were drawn from thousands of 
individual responses and several focus groups. The Community Foundation assem- 
bled a team of advisors representing philanthropic, academic, business and civic sec- 
tors. These local and national thought leaders brought deep knowledge and real- 
world experience to enrich the context for the study. They also carried the dialogue 
created by the research into the communities in which they lived and worked, help- 
ing to keep all participants in touch with Atlanta’s relevant societal pulse. In addi- 
tion, The Community Foundation held several forums for nonprofits to share re- 
search findings from the study to help the sector have a greater understanding of 
serving diverse donors. 

In October 2004 The Community Foundation partnered with the Healthcare Geor- 
gia Foundation to commission a study focused on the health of Atlanta’s homeless 
population called Homelessness and Health: Wicked Problems, Small Wins. We 
interviewed people closely associated with work on homelessness and health in At- 
lanta — from homeless shelters and medical providers to the Mayor’s Commission on 
Homelessness and the Metro Atlanta Tri-Jurisdictional Collaborative on Homeless- 
ness. We also interviewed foundation staff across the country, and held a dialogue 
with 15 Atlanta homeless people. We reviewed local and national research and plan- 
ning documents, and explored writings about strategies to address these complex 
issues. The outcome was a 52-page document of diverse findings, through which we 
gained greater insight about where homelessness and health intersect. Being home- 
less aggravates health conditions, imposes additional barriers to health care, makes 
recovery difficult and burdens the community’s already scarce health resources. 
Health conditions can also cause people to become homeless — particularly individ- 
uals who are already vulnerable because of poverty and other factors. In addition 
to being one of the many challenges of homelessness, health offers a unique oppor- 
tunity for practitioners and public and private funders to work together on home- 
lessness. Specifically, funding strategies to improve physical and mental health, re- 
duce barriers to care and connect the resources of mainstream and community-base 
health organizations can go far toward breaking down the complexity of homeless- 
ness and reducing its prevalence in the Atlanta region and the state. 

The Community Foundation for Greater Atlanta is not unique. We are one of 
more than 700 community foundations in this country that strives to fully represent 
the dynamic and diverse communities we serve. We are not finished with this effort 
nor do we ever expect to be. It is a constant learning process and we work hard 
at it everyday. But the only way we can be successful in meeting our mission of 
building healthy, vibrant communities is by truly representing the many diverse 
voices that make up those communities. 


Chairman LEWIS. Thank you very much for your testimony. 

I’d like to recognize the Ranking Member, Mr. Ramstad for pre- 
senting our last two witnesses. 

Mr. RAMSTAD. Thank you, Mr. Chairman. I again want to wel- 
come and thank the two representatives here today from Min- 
nesota, from the Greater Twin Cities United Way, Byron Laher, 
who is director of public policy and Marcia Fink, who is director of 
basic needs. 

Thank you both for being here and look forward to your testi- 
mony. I yield back, Mr. Chairman. 

STATEMENT OF BYRON LAHER, DIRECTOR, PUBLIC POLICY, 
GREATER TWIN CITIES UNITED WAY 

Mr. LAHER. Mr. Chairman, Members, thank you. Good after- 
noon and I wanted to acknowledge my appreciation for the oppor- 
tunity to address you. 
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Our United Way serves nine counties in Minnesota, encom- 
passing the metropolitan are of Minneapolis and St. Paul. A few 
statistics about our community, the Twin Cities population is 2.7 
million people. Our median income is $57,000 and 15 percent of our 
population is people of color. 

Our service area encompasses all of Minnesota’s third, fourth 
and fifth congressional districts, plus significant parts of two and 
six. Our United Way is the second largest in the country. 

Last year we raised $86 million and invested in 450 programs 
through 200 agencies to advance the common good. Marcia Fink 
will describe what United Way is doing to help people meet basic 
needs, food, housing, job training, transportation and more, and to 
support their efforts to achieve financial stability. 

[The prepared statement of Mr. Laher follows:] 

Statement of Byron Laher, Director, Government and Labor 
Relations and Community Affairs, Greater Twin Cities United Way, 
Minneapolis, Minnesota, and accompanied by Marcia Fink, Director, 

Basic Needs, Greater Twin Cities United Way, Minneapolis, Minnesota 

Mr. Chairman, members of the subcommittee: 

Good afternoon, and thank you for the opportunity to address charitable organiza- 
tions serving diverse populations and communities. My name is Byron Laher; I am 
the Director of Public Policy at Greater Twin Cities United Way which serves nine 
counties in Minnesota, encompassing the metropolitan area of Minneapolis and St. 
Paul. My colleague, Marcia Fink is the Director of Basic Needs at Greater Twin Cit- 
ies United Way and will talk specifically about how we invest in programs and serve 
diverse communities. 

To begin, a few statistics about our community and background on Greater Twin 
Cities United Way: The Twin Cities population is 2,714,000 people. Our median in- 
come is $57,520, and 15% of our population is people of color. The service area of 
Greater Twin Cities United Way encompasses all of Minnesota’s third, fourth, and 
fifth Congressional Districts plus significant parts of two and six. Our United Way 
is the second largest in the country, in terms of money raised from the community. 
Last year we raised $86 million and in turn, invested in 450 programs through 200 
agencies, addressing the most pressing human service needs in our area. This pro- 
gramming is grouped into three community impact areas: Meeting Basic Needs, 
Nurturing Children and Families and Supporting Health and Independence. 

Marcia Fink will describe what United Way is doing to help people meet basic 
needs — food, housing, job training, transportation and more — and to support their 
efforts to achieve financial stability while overcoming obstacles associated with pov- 
erty. It will be no surprise to committee members that this segment of our commu- 
nity, those needing help in any of our impact areas, are often hardworking, low-in- 
come individuals and families. And diverse populations are ooer-represented in the 
low-income segment of most big cities. 

(Marcia) Mr. Chairman and members of the subcommittee, good afternoon; I am 
honored to have this opportunity. As Byron stated, I am the Director of Basic Needs, 
one of three community impact areas at Greater Twin Cities United Way. Our serv- 
ice area, the greater twin cities of Minneapolis and St. Paul, is becoming more di- 
verse each year. We have one of the largest concentrations of Hmong and Somali 
in the United States. In Congressman Ramstad’s District, nearly 10% of the popu- 
lation is foreign-born and a large portion are Somali. 

In order to serve a rapidly changing population. Greater Twin Cities United Way 
supports a 2-1-1 information and referral call center. This service provides referrals 
for people in need of food and shelter, job resources, healthcare, childcare and more. 
The service is multilingual, offering Hmong, Russian, Somali and Spanish trans- 
lations; it is staffed 24 hours a day, seven days a week and is a free service. We 
have one of the largest United Way 211 call centers in the country. Last year. 
United Way’s 2-1-1 staff made over 440,000 referrals — 217,000 of which were for 
basic needs such as food, shelter, utility and transportation assistance. Information 
being submitted for the record provides detailed caller demographics and more spe- 
cifics. 

For instance: 87% of our callers are female and one-third are single moms. Almost 
40% of our callers earn less than $10,000 a year and 64% earn less than $20,000. 
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And on these incomes these callers typically support three individuals! Most signifi- 
cantly, for the purpose of testimony before this subcommittee, 60% of those calling 
2-1-1 are people of color. 

Why do I tell you this? The Greater Twin Cities United Way provides the re- 
sources to help those most in need, and statistics of our 2-1-1 callers demonstrate 
those in need are predominantly people of color. 

We constantly strive to identify the most pressing needs in our community, 
through sound research, focus groups and surveys of those needing help. We use 
this information to determine how best to direct the donations entrusted to us. We 
routinely evaluate the effectiveness of all the programs and agencies we invest in. 
We review their services and whether they are responding appropriately to changing 
demographics, languages and specific cultural dynamics based on the gap which has 
been identified through research. 

In my area of Basic Needs alone (remember, one of three impact areas) Greater 
Twin Cities United Way is investing over $15 million each year, including several 
programs in Congressman Ramstad’s district. One of our partner agencies is Com- 
munity Emergency Assistance Program, or “CEAP.” Last year, Basic Needs pro- 
grams through CEAP provided 639,000 pounds of food, enough to make 741,000 
meals for over 4,500 (unduplicated) families or 16,000 individuals. CEAP has helped 
1,157 individuals or 283 families obtain housing. This agency’s Meals on Wheels 
program has delivered 33,000 meals to senior citizens and adults with disabilities. 
CEAP’s clients are 60% people of color. 

United Way supports many programs centered around financial stability and 
helping low-income families break the poverty cycle. Research shows that many of 
our communities of color experience generational poverty, particularly African 
Americans and American Indian populations. Approximately 35% of those served in 
financial stability programs are individuals of color; more than double the 15% iden- 
tified as individuals of color our total population. 

One of the financial stability programs at CEAP is called “Ways to Work” and is 
supported by United Way. Through low-interest loans, the program helps low-in- 
come, credit-challenged individuals purchase a reliable car allowing them to get to 
work dependably. Last year, we invested in eight agencies and loaned over $1 mil- 
lion to 348 families; these individuals received financial education classes and credit 
counseling as well. 

Let me share one specific story that shows the difference that can be made 
through researched, effective programs that support hardworking, diverse families 
get ahead. 

Crystal Williams is a wife, mother, a member of the Army National Guard and 
African American. 

She was hired by her current employer as a shift manager earning $9 per hour. 
But she was ambitious and soon was offered a position as assistant manager with 
a significant increase in salary. However, the position required that she have a car. 
She was approved for a low-interest loan to purchase a reliable car. In June of last 
year Crystal purchased a ’93 Oldsmobile with 76,000 miles for $3,100. Crystal got 
that promotion and is now making $27,000 a year with benefits. She not only makes 
her loan payment every month, she is making them early! 

In Crystal’s words “it has made my life easier, not only to get to work, but also 
to get my family to appointments, get groceries and attend my kid’s activities. I 
don’t have to depend on others to get places, and it has helped me to build my cred- 
it.” Crystal’s life is just one that was improved in a variety of ways due to a United 
Way agency. 

Stories like this are repeated thousands of times in the Twin Cites and through- 
out the country by more than 1400 independent United Ways and their funded part- 
ner agencies. United Way identifies the most pressing needs of our communities, 
like hunger, school readiness, job training and the need for education and assistance 
with financial stability. 

And these issues most often impact low-income individuals and families and com- 
munities of color. We partner with effective programs and agencies to meet those 
needs, and we continually work to increase the resources available to invest in that 
work. Last year we raised $86 million and in turn, invested in 450 programs 
through 200 agencies. Next year we hope to do more. 

Thank you again for the opportunity to speak with you, and I would be happy 
to answer any questions you have. 
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STATEMENT OF MARCIA FINK, DIRECTOR, BASIC NEEDS, 
GREATER TWIN CITIES UNITED WAY 

Ms. FINK. Mr. Chairman, Ranking Member, Congressman 
Ramstad and other honored Members of this Subcommittee, thank 
you again for the opportunity to be here today. 

I’m the director of basic needs, which is one of three impact areas 
at Greater Twin Cities United Way. Our service area, the Greater 
Twin Cities of Minnesota, includes St. Paul and Minneapolis, and 
it’s becoming more diverse each year. 

We have one of the largest concentrations of Hmong and Somali 
in the United States. In Congressman Ramstad’s district nearly 10 
percent of the population is foreign born and of that 10 percent 
many are Somali. 

In order to serve a very rapidly changing population. United Way 
supports a 211 information and referral call center. This service 
provides referrals for people in need of food, shelter, job resources, 
health care, child care and many more things. The service is multi- 
lingual, offering Hmong, Russian, Somali and Spanish translations. 
It is staffed 24/7, and it is a free service for anyone calling in need- 
ing help. 

We have one of the largest 211 call centers in the country. Last 
year our 211 staff made over 400,000 referrals. Half of those were 
for basic needs such as food, shelter, utilities, transportation. Infor- 
mation being submitted for the records provides detailed caller de- 
mographics and more specifics. 

For instance, 87 percent of our callers are female and one-third 
are single moms. Sixty-4 percent of our callers earn less than 
$20,000, and sixty percent of those calling 211 are people of color. 

We constantly strive to identify the most pressing needs in our 
community through sound research, focus groups and surveys of 
those needing help. We use this information to determine how best 
to direct the donations entrusted to us. We routinely evaluate the 
effectiveness of all the programs and agencies we invest in. We re- 
view their services. We also review whether they are responding 
appropriately to changing demographics, multiple languages and 
specific cultural dynamics which have been identified through our 
research. 

In the area of basic needs, which is one of the three impact areas 
at United Way, we invest over $15 million each year, including sev- 
eral programs in Congressman Ramstad’s district. 

One of our partner agencies is Community Emergency Assistance 
Program or CEAP. Basic needs programs through CEAP provided 
enough food to make meals for over 4,500 individuals and CEAP 
has also helped over 1,000 individuals obtain housing. CEAP’s cli- 
ents are 60 percent people of color. 

United Way supports many programs centered around financial 
stability and helping low-income families break the poverty cycle. 
Research shows that many of our communities of color experience 
generational poverty. In our area we had a disparities report that 
showed that African Americans and American Indians have 
generational poverty issues that exceed others. So we’ve invested 
more intentionally in programs that serve those, and we have dou- 
bled the amount of investment in those areas. 
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One of the programs at CEAP, the organization I just mentioned, 
is called Ways to Work, and it’s supported by us. United Way. 
Through low interest loans the program helps low income people 
purchase cars that allow them to get to work and be dependable 
employees. 

Let me just share one specific story that shows the difference 
that can be made through researched, effective programs that sup- 
port hardworking diverse families to get ahead. Crystal Williams 
is an African-American woman, wife, mother, and she’s also a 
member of the Army National Guard. 

She was hired by her current employer as a shift manager earn- 
ing $9 an hour. She was ambitious. She wanted to earn more 
money and she was offered the position as an assistant manager 
with a significant increase in salary, but that position required her 
to have a car. 

She was approved for a low interest loan to purchase that car 
and in June last year she did purchase that car. She got a pro- 
motion and she’s now making $27,000 a year with benefits. It has 
made a huge difference for herself and her children and her family. 

Crystal’s life is just one that was improved in a variety of ways 
due to a United Way agency and a United Way funded program. 
There are thousands of stories like these across America in more 
than 1,300 independent United Ways. 

United Way has a tradition of identifying the most pressing 
needs of our communities like hunger, school readiness, job train- 
ing and the need for education and assistance with financial sta- 
bility. These issues we know mostly impact low income individuals 
and families and communities of color. 

We partner with good programs and agencies to meet those 
needs and we continually work to increase the resources available 
to invest in that work. Last year we raised $86 million and in turn 
invested in 450 programs through 200 agencies. We always plan to 
do more each year. 

Thank you again for the opportunity to speak with you and 
Byron and I will be happy to answer any questions you may have. 

Chairman LEWIS. Thank you very much for your testimony. 
Each one of you, you’ve been so wonderful, so helpful. 

You probably heard the bell meaning that we have votes, so we 
have a limited time, and I’m not going to ask any questions. I’m 
going to defer to the ranking Member and take Members on both 
sides. Mr. Ramstad. 

Mr. RAMSTAD. Mr. Chairman. 

Chairman LEWIS. Maybe we will follow — rather than the 5 
minute rule maybe we can follow the 3 minute rule. 

Mr. RAMSTAD. Two minute rule. 

Chairman LEWIS. Okay. That’s agreeable. Two minutes. 

Mr. RAMSTAD. Mr. Chairman, very briefly, Mr. Brown, as you 
know, before you and Mark Everson took over the leadership of the 
Red Cross, I chaired a hearing in the last Congress on the chari- 
table response to Hurricane Katrina which revealed some serious 
problems with accommodating people with disabilities. 

I want to ask you specifically how the Red Cross is incorporating 
groups that represent people with disabilities now in the disaster 
planning process. If you could, briefly. 
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Mr. BROWN. Sure. In the interest of time I’ll try to give you one 
example. We partnered with a group called the National Disability 
Rights Network. 

Frankly, we don’t have the expertise in-house to know what the 
needs are for all persons with disabilities. Pursuant to their advice 
recently we purchased $8,000 cots that are more accessible. We 
also purchased commodes and other types of devices that should 
prove beneficial the next time we have that type of disaster. 

Mr. RAMSTAD. Well, thank you. I wanted to get that on the 
record because I’ve heard from a number of disabilities groups, 
groups representing people with disabilities saying that you’ve 
been very responsive. In fact, you even called my office for sugges- 
tions of groups to include in the planning process. 

As you know. Congressman Langeman and I chair the bipartisan 
Disabilities Caucus, so thank you for your efforts on behalf of those 
people. 

Mr. BROWN. We appreciate your help, sir. 

Chairman LEWIS. Thank you. Mr. Neal is now recognized. 

Mr. NEAL. Thank you, Mr. Chairman. 

We’ve had great testimony this afternoon but I want to speak 
about one of the difficulties that some charities have in offering as- 
sistance to segments of our communities. 

I’d like to direct my question to Dr. Boris. 

Recently I’ve been discussing many of these issues with one of 
my constituents, Lowell Putnam, who runs his family scholarship 
fund, and it’s existed for decades. I believe his family lineage traces 
back as the only Catholic family to sign the Declaration of Inde- 
pendence. 

The Putnam family is really an institution in western Massachu- 
setts, and I think the same could be said for a lot of other commu- 
nities around the country. Family charities can certainly help to 
provide the connection to local concerns and needs. 

Ms. Boris, what has been your experience with family run char- 
ities? 

Ms. BORIS. There are many, as you said, that are all over the 
country; large and small. My experience is they really reflect the 
values of the donors. 

Often families, whole families get behind, for example, a family 
foundation, which this sounds like, to meet the needs and espe- 
cially in scholarships. Many of the small foundations do a lot of 
scholarships. So, my experience has been they’ve been very impor- 
tant to their local communities. Some of the larger foundations are 
also family foundations, and they do more international or national 
work. So, I would say they are part of the framework of philan- 
thropy throughout the country. 

Mr. NEAL. Just another thought. Mr. Putnam has expressed to 
me at a couple of intervals his concern that there is — under the re- 
cent changes in the law it’s more difficult for them as a family to 
have some influence on how the scholarships are actually parceled 
out. 

Ms. BORIS. I think some of the new regulations have been put 
in place to avoid people benefiting their own families with their 
own philanthropy, and that may make it a little more difficult, but 
I think that there are ways to put processes in place so that the 
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scholarships, just as an example, can he given to disinterested — 
outside of the family group. 

Mr. NEAL. Thank you. 

Mr. Chairman, thank you for looking into this and we want to 
address some of the concerns raised by family charities under the 
new pension act requirements, but at the same time we want to 
foster the good work of those that are involved. Thank you very 
much. 

Chairman LEWIS. Thank you, Mr. Neal. 

Mr. Becerra, you’re now recognized. 

Mr. BECERRA. Mr. Chairman, thank you very much. My under- 
standing is that we will be coming back to ask further questions, 
and we thank the panelists for their testimony. 

Chairman LEWIS. We plan to come back if Members of — we will 
come back. 

Mr. BECERRA. We’re hoping that the panelists can stay and we 
understand if they can’t but we have a very interesting subject, 
and Mr. Chairman, thank you for holding this hearing. To all those 
who have testified, thank you very much. 

I will withhold any questions. I will make a couple quick points 
and since we will have a chance to come back in 30 minutes we 
can hopefully talk further. 

One, I am very interested in following up on what I think is an 
important activity that goes on with our charitable organizations, 
that is the giving that’s growing but I think unfortunately not 
growing fast enough into communities of need. 

Many have compared this to the redlining that occurred in the 
financial services industry, and I think a number of us want to 
make sure that we encourage people to make charitable contribu- 
tions and encourage entities to establish themselves as charitable 
organizations. 

Many of us also believe that when only a third of the money that 
is given for charitable purposes goes ultimately toward helping 
those who are poor or needy and we know that two-thirds of those 
poor or needy live in principally minority communities something 
is wrong and there are lots of folks taking advantage of the tax 
break and we have to do a better job since government hasn’t been 
able to do it all by itself 

But we know that there are organizations like the Eord Eounda- 
tion, and Ms. Berresford you deserve mighty congratulations on the 
work of the foundation, trying to target well and do the job of help- 
ing communities that really are looking for that opportunity. So, 
I’m hoping that we’ll have a chance to come back to ask some ques- 
tions. 

I know, Mr. Brown, that Red Cross is making changes in trying 
to address a number of the needs that surfaced as a result of 
Katrina but there are many things that we have to talk about and 
I hope that you’ll give us that chance to ask those questions. 

Thank you, Mr. Chairman. I yield back. 

Chairman LEWIS. The Committee will stand in recess for 15 
minutes. We will go and vote and we will be right back. 

Our colleague is saying it may be a little longer than 15 — near 
the end, so it would be between 15 and 20 minutes. We’ll be back. 
So, pace yourself and be patient with us. 
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[Recess.] 

Chairman LEWIS. Thank you very much for being so patient. We 
had a vote that we didn’t expect, but we’re back. 

Let me ask the president of the Ford Foundation, first of all I 
want to thank you for all your great work and thank each of you 
for all your great work. But I remembered the work of the founda- 
tion and I think at the table you may be the largest, right? 

Would you agree? 

Ms. BERRESFORD. The second largest foundation, I think, yes. 
Gates being larger. 

Chairman LEWIS. No, no. But you’re the largest in this room. 

Ms. BERRESFORD. Yes. 

Chairman LEWIS. Right. 

Ms. BERRESFORD. Small person in the largest foundation. 

Chairman LEWIS. The Ford Foundation like some of the others, 
when you speak, when you make a decision do you think others in 
the foundation community tend to listen, say, well, the Ford Foun- 
dation made this decision; the Ford Foundation did one, two, three; 
the Ford Foundation did a, b, c? 

Do you think you have others to come along, maybe one of the 
smaller foundations that get out and do something in sort of a pilot 
program or demonstrate something that encourage others to come 
along? 

Ms. BERRESFORD. We work very often with other donors. 
Sometimes they bring very good ideas to us. The example I gave 
of creating $50,000 new homeowners among low income, low credit 
score families, that was brought to us by a North Carolina organi- 
zation, the Center for Community Self Help that had been sup- 
ported by North Carolina donors. 

They came to us saying, you’re a national donor, can we now 
take this thing that worked in one state nationally? So, sometimes 
it works that way. 

Other times we create a partnership in which we invite others 
in. We created something called the Dream Fund, which was to 
work on the issue of affirmative action and how to get more equity 
in education and employment. We went out and put a challenge of 
$10 million on the table and invited others in and more people 
came as a result of that. So, I think it works both ways. 

Chairman LEWIS. I know you have a long history of being sup- 
ported — that effort you mentioned, the fellows program. In another 
period in our history I would meet Ford fellows, especially in the 
south and people took so much pride in being a Ford fellow and 
they got out and did good work. Have other foundations, other 
charitable organizations picked up on the idea of recruiting a par- 
ticular person or group of individuals with certain skills to go into 
a community or go to a college or university or to work with a com- 
munity organization and do good work? 

Ms. BERRESFORD. Yes, I think providing fellowships is one of 
the most common and popular kinds of philanthropy for people who 
are concerned with new leadership and helping people step up who 
haven’t had so many opportunities. So, you see many family foun- 
dations doing this kind of grant-making. We heard an example of 
one earlier, who give fellowships and then there are other large 
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foundations, Commonwealth, Carnegie, many others who make fel- 
lowship investments as well. 

It’s a very important aspect of philanthropy. 

Chairman LEWIS. I understand that the Ford Foundation has 
steady ways to effect large-scale social change, to reduce poverty 
and injustice worldwide. Have you discovered anything, have you 
learned anything that you care to share with us? 

Ms. BERRESFORD. I think the question of what impact comes 
from is very important. I think there are five or six components of 
it. 

One is to have a specific goal, not just to set out to do good in 
a vague way but to have a very specific goal of some way you’re 
going to help a group of people. Second is to have a strategy to 
achieve that result that is informed by the beneficiaries as well as 
the foundation and experts. Third is to make sure you have enough 
money. 

You have got to mobilize resources of people and money, and you 
have to then create some kind of an information system and ways 
of having a dialog with the people in the program to see if it’s 
working. Nothing works perfectly; you want to be able to change 
things. 

Then finally you have to invest for the long term. These are not 
easy problems to overcome. If you want to do something on scale 
it takes a while to build to scale. Ultimately you want to be able 
to share your lessons with other grant makers. 

I think you have before you something called Grant Craft that 
we have supported now for a number of years. We’ve tried to distill 
the lessons of good grant making through this and share it very 
widely. It’s available free on the net and one of the new guides 
that’s online is called Grant Making with a Racial Equity Lens, 
just to give you an example of maybe 20 or 30 such things that we 
have to share with other grant makers. 

Chairman LEWIS. So, in this day and age of technology, in an- 
other period we didn’t have this sort of ready-made tools and in- 
struments where people can get the information to draft a proposal, 
to submit a proposal to a foundation, to a possible funding source. 

Is there something that can be done to make information more 
accessible to people without the technology? How do you get infor- 
mation out, say, into some community organization, some group in 
rural Mississippi or in rural Alabama, south Georgia or New Mex- 
ico or Minnesota? You need something, maybe we can help. 

Ms. BERRESFORD. There are now across the country a growing 
number of regional associations of grant makers that get down to 
the local level, let people know what good proposals are, where 
they can direct them. That’s a very important resource. 

Then organizations like the Council on Foundations, very impor- 
tant. There are also associations of grant makers concerned with 
health, concerned with world development. They all help people fig- 
ured out where to direct their proposals, so I think we can build 
this to a much more robust and broad system than it is but we 
have the components of that to build now, I think. 

Chairman LEWIS. Other members of the panel have anything 
you’d like to add? Is there something that Members of the Com- 
mittee on Ways and Means, that we should be considering doing 
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to make grant making or finding a way to rewrite the Tax Code 
to make it easier and simpler for you to give money away? You’re 
into money giving, right; resource giving. 

Ms. GRADY. I would like to encourage Members of Congress to 
support H.R. 1419, the Good IRA Rollover Act. I believe that it is 
an excellent strategy to further democratize philanthropy. It allows 
folks who have IRAs — if you work, you get an IRA. It allows every- 
day people who I consider myself and many of us too to be able to 
use our IRAs to help charitable organizations and to support chari- 
table goods and good in the community. So we really encourage 
that you sign up and support that. 

The other, I think, is to really begin to get to know and under- 
stand this world of philanthropy and the sector. I’d actually like to 
thank Representative Jones for her promotion of the Congressional 
Philanthropy Caucus because you learn from relationships and 
from understanding each other’s worlds and from being together 
and learning what terms mean and the morals and the values that 
each other have, and I think that’s a good starting point to figure 
out how we can better work together to improve the communities 
that we all care about. 

So those are two very distinct but important ways that I think 
we can begin this journey. 

Chairman LEWIS. Let me — my colleague is here, and I know she 
wanted to ask some questions. But at one time — I’m just sort of cu- 
rious, one time in our recent history there was this sort of mindset 
that the foundation community, they want to be too visible, they 
want to get in the way. You want to sort of stay under the curve. 
You were afraid that somebody would come down on you, maybe 
the IRS. 

Ms. GRADY. Maybe. 

Chairman LEWIS. You don’t have that fear anymore, do you? I 
mean back in the 1960s, back in — I guess the big tax reform act 
that we had in 1969 — and there was this fear that if you got in the 
way, you got out of line — so some members of the foundation com- 
munity became somewhat cautious. 

Have you thrown, for the most part, caution to the wind? Do you 
just go out and just try to do the best with the resources you — I’d 
just like to hear the response from 

Ms. BERRESEORD. Well, I think the growth of the number of 
foundations is an example of the robustness of the field, really. 
We’ve doubled the number of foundations in the last 20 years or 
so, and I think you find a lot more confidence now among the insti- 
tutions in pursuing their varied visions. 

I think the most important thing is to make sure that the variety 
of views, the diversity of American philanthropy be protected. 
That’s what really makes philanthropy so healthy. It’s not just di- 
rected toward one field. It’s not just directed toward one kind of 
subject. It’s a very diverse field. 

I do think that hearings like this one are very important, and I 
hope you’ll continue to do this and do it in other parts of the coun- 
try because I think it helps focus the field on disadvantage and on 
people who are marginalized and where the money is going and 
whether there could be some shifting in emphasis. 

Hearings like this are very important in that way. 
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Chairman LEWIS. Thank you very much. 

Mr. LAHER. Mr. Chairman, if I could just come back to your 
first question, I really think if you could return to the non-itemizer 
deduction and allow all people who are contributing to charity to 
get a deduction it would go a long way toward bringing more peo- 
ple into the field and more — much more diversity into the support 
of charities, which in turn will change the way charities see them- 
selves and how they’re viewed by the people in their own commu- 
nities. 

I know it’s an expensive issue, and you’ve had a number of con- 
versations about it here and in this body and in the full Com- 
mittee, but I think it’s an important thing that as a country we 
need to look seriously at. 

Chairman LEWIS. Thank you very much. 

The gentlelady from Ohio is now recognized, Ms. Tubbs Jones. 

Ms. TUBBS JONES. Thank you, Mr. Chairman. I want to thank 
you for your leadership on this Subcommittee. I requested that I 
have an opportunity to serve on oversight with you because of all 
your leadership over the years, and I just want to thank you for 
that. 

Good afternoon, ladies and gentleman. I thank Ms. Grady for giv- 
ing recognition about the Philanthropic Caucus and we hope to 
over time have an opportunity to sit with your designee to really 
have a chance to have some discussion about what philanthropy 
means and how the Congress and your organizations can work to- 
ward similar ends. 

I was worried for a moment there that we were getting lost and 
going after charities and nonprofits and not really being focused on 
that which we ought to be focused on. 

For a moment — I represent the city of Cleveland. Most of you 
know that — where we have some wonderful, wonderful foundations 
like Gund and the Cleveland Foundation, some other, smaller foun- 
dations operating. 

I’m always concerned that as we talk about diversity and philan- 
thropy that there is this divide. It’s almost like the Internet divide, 
you know, where we talk about — digital divide is the word I want. 
Somehow we have to begin to help poor and working poor folks un- 
derstand philanthropy outside of the tithing in a church so that 
they feel a part of it. 

I’ve been happy to be a part of Cleveland Saves in Cleveland 
where we’ve begun to try and help people save, and I think Ford 
gave us a bunch of money for that back in the day and we’re really 
thankful for it and it’s going very, very well. But all of us need to 
engage in that because otherwise it ends up being the rich who can 
give to nonprofits and philanthropy and those on the other end who 
don’t, and it becomes a habit. 

Once you get engaged in the habit it’s something that you do 
over and over again, and I would — without getting an answer from 
anybody at the moment, I would like to encourage all of you to 
think about that in those terms and think about whether or not 
part of the dollars that you would spend in choosing — some money 
is spent in building community and helping people understand — 
schools. But maybe we need to put it into how do we build commu- 
nity through — and if it’s not giving of money, it’s giving of time in 
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that we reward the giving of a time as much as we give rewards 
at giving of money. 

Time is such a precious item. I was watching some show the 
other day and they were talking about this woman who had three 
kids, and that she got up in the morning, took her kids, dressed 
them, took them to the sitter or school and then she went to work 
and then she got back on the bus and went back home and picked 
them up and all the things that we are involved in. 

Let me second move particularly to the Red Cross and Mr. 
Brown. I was in — I know you get this all the time but I was in Lou- 
isiana and the thing that struck me most and the thing that I 
heard from more of my constituents of color who were educated and 
experienced was, well, you haven’t been trained in American Red 
Cross training, so we can’t allow you to help out the Red Cross, 
when people were in dire need. 

I’m not trying to be combative at all, but I sure hope that you 
have had an opportunity based on that experience because when I 
went to visit I found that everybody in receipt of the service was 
of color and everybody giving the service was of the majority. That 
creates a real tension that I did not care for. I could leave; some 
of the other people were stuck there. 

So, I would be interested in knowing what have you done since 
that experience to diversify the standby folks who are ready to 
make a move when another catastrophe occurs. 

Mr. BROWN. It really taught us a couple lessons. The criticism 
is well taken. 

The first thing we can do is try to engage people in partnerships 
before storms arrive. By that I mean the example we had this past 
weekend. We have 4,000 to 5,000 Vietnamese fishermen who are 
on the southeast Louisiana coast. 

When Katrina hit, we did not have a relationship with them. The 
Red Cross simply did not have a way of speaking their language, 
understanding their — what they need, understanding their culture. 

We now have a partnership with Boat People SOS. That is the 
group, a national group that has a linkage to the fisherman. We 
have provided disaster training to Boat People SOS. We provide 
provisions, supplies, that sort of thing. 

They actually were going to run a shelter for us this past week- 
end. Fortunately the tropical depression didn’t materialize in the 
New Orleans area. They were actually going to run the shelter for 
us to make sure that these fishermen would be cared for in the 
event of a disaster. 

It’s that sort of thing that we need to do all over the country. 
There are many nontraditional groups that aren’t in the disaster 
business, but we can train them and provide them with supplies 
and the type of thing you need in the event a storm happens. So, 
we can do that ahead of time. That’s one of the things we’re doing 
right now. 

Ms. TUBBS JONES. Real happy to hear that and that’s a great 
thing going on, but there are people who speak the same language, 
live on the same corner, go in the same store and don’t commu- 
nicate, so I hope that you’ll figure out how you do it to people who 
speak the same language as well. 
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I know you’ve been here quite a while so I’m anxious to volunteer 
if I have any time left from anybody who wants to ask me a ques- 
tion or volunteer to help me or say, “I don’t like what you’re say- 
ing,” or whatever it is you want to say, if anybody is looking. 

If you’re not I want to encourage all of you to make sure someone 
from your organization is involved with our caucus. I expect that 
we’re going to have an opportunity to do great things. I am an opti- 
mist and look forward to having an opportunity to work with you 
and others. 

My colleague Robin Hayes is my cochair from South Carolina 
and so we’ve got a Republican, a Democrat, a male and female, a 
black and a white, and we’re all diverse. So we’re trying to hook 
it up, and I thank the Chairman for the opportunity to say hello 
if nobody has anything they want to say. 

Please, Ms. Grady. 

Ms. GRADY. I’d just like to share — thank you for your com- 
ments, and I’d like to share just some learnings that we had in At- 
lanta when we completed a two-year study and community con- 
versation around African-American philanthropy. 

What we found was exactly as you expressed. There was a level 
of discomfort with many African-Americans, even who had wealth, 
on all economic spectrums with considering themselves as philan- 
thropists. That term was one that they could not own. 

They were volunteering. They were giving money. They were giv- 
ing time. But they were not comfortable with the notion of being 
a philanthropist because you’ve got to be rich to be a philan- 
thropist. So, I think that you’re absolutely right, and thank you for 
your comments. It really is a community conversation and trans- 
formation around what is philanthropy; the givers, the volunteers, 
the people who secure the funds, the recipients, everyone together. 
I think it’s the sector. 

Another thing we learned from the study was that many non- 
profits would have volunteers, particularly African Americans be- 
cause that was the focus, who were volunteering regularly without 
fail, and they never asked them for money. You know, they never 
thought of them as being potential donors but just volunteers. So, 
I think as a sector we have to think about that. 

Then we found that individually there is a level of savvy that 
was not existing around how to manage your money in a healthy 
financial way. So many folks talked about helping others, helping 
their neighbors, helping their family, putting out lots of money in 
different ways in informal philanthropy but not going through 
agencies where they could get a tax writeoff and do a planned gift 
and so forth. 

So, there’s this individual opportunity as well. But I really appre- 
ciate your comments because I think we got to break down that 
word and really talk about what it means, and that’s just doing 
good with and for other people. 

Ms. TUBBS JONES. Did you ever have a chance to meet a gen- 
tleman by the name of Steven Rowan that used to be with the 
Cleveland Foundation? 

Ms. GRADY. Yes, yes. 

Ms. TUBBS JONES. He is my pastor at Bethany Baptist Church, 
and we are blessed to have a pastor who is a lawyer. He is a doctor 
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of divinity, has had years of experience in foundation work, and so 
we’re trying to move along, but I thought maybe you would have 
had a chance. 

The last thing — I promise this is the last thing, Mr. Chairman. 
I’m working with a group of eighth grade girls right now. I just de- 
cided to adopt them one day. I went to the school. I think that is 
another location, even though we focus in on education, in the proc- 
ess of education we might try and see whether or not that’s a place 
where we might start talking about philanthropy, just like we 
might do financial schools or financial — teaching children finance. 
We might want to teach them that in the process of what they 
learn and make it part and parcel of the educational process, just 
another idea from a lowly public servant. 

Thank you, Mr. Chairman. I appreciate it. 

Oh, hold on one second. Ms. Fink, yes. 

Ms. FINK. Yes, thank you. First of all. Congresswoman Tubbs 
Jones, I would like to thank you again for cochairing the House 
Philanthropic Caucus, and I also want to thank you for being a 
sponsor of the Savings for Working Families Act. 

We have been working with individual development account pro- 
grams in the state of Minnesota. United Way has two of them 
going and they are phenomenally successful. Low income people 
want to be able to create some assets. They want to save. We have 
not had any problem getting people to subscribe to those saving 
and we have some great stories. 

We have also — part of one of our projects was working with high 
school students at a public high school, and that’s been phenome- 
nally successful too. So, again, thank you for your support of that. 

Ms. TUBBS JONES. Ms. Berresford. 

Ms. BERRESFORD. I would just mention a very interesting pro- 
gram about youthful philanthropy, picking up on your point. We’ve 
funded something in New York called Common Cents that’s now 
spreading around the country, and what it does is kids from 
schools all through the New York school system go out and collect 
all the pennies that people keep on their bureaus in a little box or 
a pile somewhere. 

Last year they collected $650,000 worth of pennies. Each school 
was credited with how much it then collected and then kids in the 
schools sat together and figured out, well, how are they going to 
spend that money in their own community for people in need, and 
it’s a very interesting thing about the moral engagement of kids, 
about activism in your community, as well as some of the underuti- 
lized talents of kids and the underutilized resources of pennies. 

I think it’s going to spread around the country in a very inter- 
esting way. 

Ms. TUBBS JONES. Since my colleague is still writing over 
there, I have one last question. I promise. 

I hope that in the course of the work that you’re doing that all 
of your agencies are looking at your relationship with minority 
businesses to help grow your communities. We have laws that re- 
quire government to do it. We have moral engagement that other 
people do but if truly you’re going to be the philanthropic organiza- 
tions that represent the nation it would be very, very important 
that you help increase the communities of color within your area 
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because I can — I always talk about — I can build houses in my dis- 
trict, I can improve the schools in my district but if I don’t have 
jobs and a business community or sample for my kids to see then 
I’ve not done my job. 

They need to have jobs, and they need to also see people like 
them who are running businesses in their communities. So, if 
you’re doing anything, if you are — if you’re not, let me help you. 

Chairman LEWIS. Before I recognize the gentleman from — let 
me just thank my colleague and the gentlelady from Ohio also for 
organizing and co-chairing this wonderful caucus. Thank you for 
your great interest and for being here. 

Before I recognize my colleague and Member from California, let 
me just try something on you here. I don’t want to preach to you, 
but our country is changing. It’s a different country. It’s becoming 
so diverse. I speak a great deal about we all live in one house, the 
same house, that it doesn’t matter whether you’re black or white 
or Hispanic or Asian American or Native American, whether we’re 
rich or poor, gay or straight, we all live in the same house, whether 
we’re Protestant, Catholic, Jewish. 

But something is happening in America, and I think the founda- 
tion community, the nonprofit sector must be out there pushing 
and pulling and having to build this greater sense of community, 
this greater sense of one house, that you have to lead the way. You 
have to find a way of what I call getting in the way. 

As one organization — and I don’t want to single out any par- 
ticular organization. I don’t want to get in trouble here. But there’s 
a group — and I just want to try something out on you. It’s based 
in California, whether you ever heard of this group. 

I was in Little Rock yesterday for the twenty-fifth anniversary of 
the Little Rock nine, and the representatives — something called So- 
journ to the Past. It was started by an American high school his- 
tory teacher, and since 1999 this young man had been recruiting 
high school students and bringing them to the south in groups of 
100. 

They’re black, they’re white, they’re Asian American, they’re His- 
panic, they’re Native American. They spend 10 days driving 
through the south studying, learning about what happened. 

These young people are going to be — I meet them now all over 
the country attending colleges and universities all over America. 
They’re going to be better citizens. I know they’re getting some re- 
sources, Mr. Becerra, from the California legislature and from pri- 
vate individuals and maybe some foundations out there, I don’t 
know. 

But if we, if the foundation community and organizations in dif- 
ferent parts of our country can get out there and help create an- 
other group of leaders to bring us together as one house, one peo- 
ple — have you ever thought about something like that? Or maybe 
you’re doing something like that? Anyone want to react? Do you 
know what I’m talking about? 

Ms. BERRESFORD. Well, I think first of all your point about un- 
derstanding history is very important, and finding first of all mate- 
rials like the wonderful series Eyes on the Prize and making sure 
that schools have that, the school systems use that in their teach- 
ing of American history. 
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Then I agree with you entirely, kids getting out and working to- 
gether and having a common experience — we all live separately. 
We all occupy somewhat different worlds and we overcome some of 
the sense of distance and perhaps distrust if we do something to- 
gether. So I think any kind of youth programs that bring people to- 
gether working on a common effort, youth service, that kind of 
thing, very, very valuable. 

Chairman LEWIS. Thank you. Ms. Grady. 

Ms. GRADY. I’d like to recognize and cue in on the notion of 
leadership building because I thin that is probably the most impor- 
tant thing that foundations, particularly community foundations, 
which are tied to geographic regions, can do. It’s to support leader- 
ship development. 

We have for the past eight years operated the Neighborhood 
Fund Leadership Institute. It’s grassroots leaders. It’s folks who ev- 
eryday are taking our blood pressure and driving us in trains and 
don’t have time to fly up to Washington and talk and don’t get 
leave from their job to do that but live in a community and want 
to make a difference. 

So on Saturdays they get up and they come to this leadership in- 
stitute and the curriculum is in part with the University of Geor- 
gia. They learn about community issues, economic development, 
how to communicate, diversity in their community and so forth and 
then they begin to connect their local issues to the larger social dy- 
namics and economic dynamics of the region and then of the coun- 
try and it gets bigger and bigger. 

You just find them opening up in a very different way and be- 
come much more — much clearer and more deliberate about what 
they can do alone and then what they can do with a larger group. 
They bring in their young people and they bring them all. We’ve 
graduated 120 now from about seven of our counties and it just 
continues to be an amazing experience and all around just that 
local leadership of everyday folks who can really make a difference. 

Chairman LEWIS. Thank you. Now I recognize Mr. Becerra, my 
friend. 

Mr. BECERRA. Mr. Chairman, thank you. 

To the panelists thank you for graciously waiting for us to re- 
turn. You know, we’re in the process of engaging in a conversation 
or a debate on the reauthorization of the state health insurance 
program for children, and many of us believe that it’s shameful 
that at this day and age we still have millions of American children 
who don’t have access to health care and don’t have health insur- 
ance. We’ll get there partway if this legislation that we have in the 
Congress gets signed by the President, who has threatened to veto 
it, but maybe we’ll make some progress. 

I think clearly there’s a lot that we all still need to do with re- 
gard to serving the needs of all Americans. As we think about that 
and in this Committee, for our purposes, since we have responsi- 
bility over the Tax Code, the more we talk about tax reform or hear 
about it there is this desire to reexamine some of these tax expend- 
itures that we have out there, many of which cost a great deal of 
money, whether it’s the deduction for health insurance that we 
allow employers or whether it’s the mortgage interest deduction or 
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of course the charitable deduction that’s allowed for charitable con- 
tributions. 

Many are saying we have to refocus and find out if in fact these 
tax expenditures and the money that they cost the Treasury is 
worth the value in having those tax expenditures. So, I’m glad 
you’re here because I think we’re going to examine that question. 

With regard to you today and this issue before us I think we will 
want to take a look at whether or not we’re serving the best pur- 
pose in having individuals deduct from their taxes that they would 
otherwise provide to the Federal Government moneys that are 
going to charities and foundations so that we serve the general wel- 
fare of our people. 

A lot of us want to find out if that last part is still correct, that 
we’re serving the general welfare of our people. I think. Dr. 
Wolpert, I think you mentioned in some of your work and testi- 
mony that most people give to charities which serve them, so your 
local church, the local service organization, you tend to give to that 
which is within your circle of familiarity, which obviously makes 
sense. 

But it also means that chances are — if you’re a fairly wealthy 
American, chances are that you give to causes that are within your 
reach and your circle, and if you’re a poor American chances are 
there is very little within your reach and there’s very little you can 
give to those who are within your reach, which would then ask the 
question or pose the question, well, then, do the wealthy, who are 
getting this tax break for money they would have to pay to the 
Federal Treasury for purposes like SCHIP, health care, education, 
the war in Iraq, are we being best served by allowing people who 
can make contributions not provide tax dollars to the Federal Gov- 
ernment to serve the general welfare. 

If it’s true that you give to those that are within your reach, and 
if it’s true that — let me see. I have a statistic here that wealthy 
people give a smaller share of their contributions for the purpose 
of serving the needy than do other Americans then it seems like 
maybe there is something going on here, especially when you look 
at family foundations that are formed by, in most cases, obviously, 
folks that have the wherewithal to start these foundations. 

Do you think it’s time for us to examine who gives the money 
and in more detail where it goes? 

Mr. WOLPERT. Yes. — I think as a long-range goal, that’s very 
important to do. But to make some short-run progress in helping 
the affluent to be more charitable, there are a number of things 
that can be done. Because I think — I mean, you know, the issue is 
the hungry children, the children who don’t have a chance to go to 
college. We want to help them before Congress is able to do some- 
thing as complex as remove a deduction. 

The studies have shown that volunteerism helps enormously. 
That is, if you can get the wealthy to use some of their time in vol- 
untary activities, whether it’s in a shelter or in a Big Brother pro- 
gram, it leads almost invariably to sizable financial contributions. 
It’s important for the wealthy to find out that the people they’re 
helping are people like themselves, who have similar values, who 
are not, quote, “different.” 
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Mr. BECERRA. Would you — and, Dr. Boris, I’d like you to join 
in on this particular question — would it be worthwhile to examine 
our tax treatment of gifts, gifts based on where they are focused? 

Mr. WOLPERT. Well, we already know that they’re focused and 
they’re not redistributive. I mean, we already know that. We have 
good information on that. 

Mr. BECERRA. So, you could probably incent noble activity by 
providing a better return for your contribution if you direct — if 
through Tax Code say that you will treat charitable gifts more gen- 
erously under the Tax Code if they are directed at the general wel- 
fare, or direct general welfare of serving those who are in need? 

Mr. WOLPERT. It depends on the part of the country. That is, 
if you live in a state like Massachusetts or New York where you 
have a relatively generous public sector which keeps a relatively 
high safety net, then it seems quite all right morally for affluent 
people to give their money to support the arts and culture and mu- 
seums, okay. 

In parts of the country where there is a relatively parsimonious 
public sector at the state level or community level, in that way, it’s 
kind of inexcusable that the wealthy do not — because their lob- 
bying has been very helpful in keeping local taxes low — it’s incum- 
bent on them morally to be, quote, “more charitable.” They are, to 
some degree. 

Mr. BECERRA. Dr. Boris, any comment? 

Ms. BORIS. A couple of thoughts. First of all, the tax rates have 
gone down, and if you’re talking about tax incentives, there’s a 
major disincentive in a sense for charitable giving. But if we think 
about where 

Mr. BECERRA. You’re not encouraging us to increase the tax 
rates are you? 

Ms. BORIS. Personally, I think you should. That’s my values. 
Many people feel that, you know, providing for basic needs really 
should come out of government because it can be equitably distrib- 
uted across the country. 

Mr. BECERRA. Right. 

Ms. BORIS. Not to rely on charities, which are here and there 
and everywhere. So, that’s one point. Also, at the top end of the in- 
come scale, you know, there are individuals who are giving way be- 
yond what they could ever deduct, and at the bottom end of the in- 
come scale, they can’t deduct anything. So, you’re talking about a 
small slice in the middle that you would encourage probably not a 
small slice, but, you know, a middle class kind of slice, that you 
would encourage. 

Now Arizona, the state of Arizona, has a tax credit, which is tar- 
geted to — only to charities which serve 50 percent or more of those 
who are low income. When we looked at, you know, what was the 
result of that, more money has flowed into those charities, but no- 
body certifies that they’re 50 percent or more low income, and the 
money now is going to the larger organizations that are more visi- 
ble instead of to maybe smaller organizations that may still be 
doing good community work. Our data are just really lousy on this 
who benefits. 

Mr. BECERRA. Do you think it’s possible to collect good data? 
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Ms. BORIS. On who benefits? We could do better. But we don’t 
have access to the records of, you know, where people’s income tax 
goes. We have to do surveys of both nonprofits and income and in- 
dividuals and foundations to get better data. 

At my center, we could go — we started down this road. We’re not 
quite there yet. But we know where the charities are all located. 
We also know from the 990, you know, what proportion are con- 
tributions. Unfortunately, we can’t disentangle right now founda- 
tions and individuals. 

Mr. BECERRA. Right. 

Ms. BORIS. But we could get down to the zip code if we had, you 
know, the resources to do it and tell you where the money is going. 
But it’s not the same as where individuals of wealth are giving 
their money or individuals of middle class are giving their — that’s 
all survey, and it’s very expensive. 

Mr. BECERRA. Mr. Chairman, I know my time has expired. If 
I may ask just one last question, and we can pose other questions 
in writing. I really would love to follow up with some of you on 
this. But let me ask one last question. Administrative expenses. 

My understanding is that in many cases, foundations include 
their administrative expenses as part of the amount that they con- 
sider to have gone in grant or giving. In some cases, my under- 
standing is that some foundations have very high overhead. So, 
therefore, a large percentage of the grant is bottled up in adminis- 
trative expenses which really go to no purpose to help a particular 
community in need. Any comment on whether it’s an issue, first of 
all? Secondly, if there’s something that we should be doing with re- 
gard to the issue of administrative expenses by foundations. 

Ms. BORIS. That’s an issue that I’m studying right now, and the 
reality is that the administrative expenses are really quite low 
across the foundation world. There are some examples of high ad- 
ministrative expenses. Some of the ones that we’ve looked into, 
what has happened is there are direct charitable programs that the 
foundations are doing with their own staff, and so we found one 
that had I think like 80 percent administrative expenses, and we 
have to find out who this is. We found out that they have a staff 
of a hundred researchers who are doing all kinds of research, and 
they give, you know, small amount of grants and a lot of, you 
know, in-kind kind of work that they’re doing. 

I wouldn’t say that it is a huge problem in terms of, you know, 
most of the foundations in the U.S. don’t even have staff, so there 
are no charitable expenses at all. What the telling factor is, as soon 
as they hire a staff person that enables them to do the grant work, 
then the charitable expenses take a, you know, quantum leap. But, 
still, in terms of other organizations, I don’t think that we would 
say that there’s a huge number out there who are gaming the sys- 
tem. 

Mr. BECERRA. Appreciate that. I thank you all for your com- 
ments. I look forward to your further participation as we continue 
to study this issue. 

Mr. Chairman, I thank you very much for holding this hearing, 
because I do believe there will be a value in t^ing to get a better 
sense of the value of the charitable component in the Tax Code and 
how we can make it an even better and more targeted approach to 
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try to help us address the general welfare of our communities in 
this country. So, I thank you, Mr. Chairman. I yield back the bal- 
ance of my time. 

Chairman LEWIS. I thank the gentleman from California for 
your line of questioning. I just want to sort of close this out if the 
young lady from Cleveland, from Ohio may not have another ques- 
tion? 

Ms. TUBBS JONES. Of course I have, but I’m not going to ask 
it. Thank you, Mr. Chairman. 

Chairman LEWIS. Thank you. Before we adjourn, and you all 
have been so wonderful, so patient, and maybe, Ms. Grady, maybe 
one of you or any of you may want to respond. You know, in our 
country there have been in recent years, in recent days, there has 
been so much bashing of a certain segment of our society. As 
they — say in a city like Atlanta and some other cities and states, 
there’s a growing diverse population. We hear the debate on the 
floor. We hear on the floor people bashing people, saying they’re 
here and we’re not going to provide services. They’re not legal. 

I saw a T-shirt the other day I believe put out by the American 
Eriends Service Committee, and I’ve been tempted to put it on the 
floor but they’d probably throw me off the floor. It said “No human 
being is illegal.” No human being is illegal. There are people that 
are afraid, politicians, elected officials are afraid to do things — to 
do what I call the right thing, the moral thing. Is there something 
that foundations can do and say to the government, say to those 
in elected positions, this is the right thing to do? Provide services, 
meet basic human needs, when it comes to health care, when it 
comes to education. Is somebody doing that someplace in America? 
Is somebody going to do it, because it’s the right thing to do, it’s 
the moral thing to do, it’s the fair and just thing to do? 

Ms. GRADY. I might respond again by speaking to the impor- 
tance of really supporting civic voice. I mean, government has a 
voice, you know, the corporate sector has a voice. But where is it 
that everyday folks are able to get together around issues that are 
important — around their community, around regional issues, 
around child welfare, around the environment, to be able to have 
a voice, come together, learn from each other, and then begin to 
mobilize, to move an agenda forth? 

I believe that happens by providing folks with the tools and the 
skills and the knowledge and the access to each other and to ex- 
perts to be able to do that. So I think that foundations can support 
that by investing in leadership programs and school-based pro- 
grams, teaching philanthropy at a young age, and really increasing 
that civic voice and capacity of communities so that they can speak 
for themselves and not be intimidated by a perceived lack of power 
or influence or knowledge. 

Chairman LEWIS. Thank you. Yes, sir? 

Mr. LAHER. Mr. Chairman, I don’t want to create the impres- 
sion that we live in a Pollyanna or that I am one, but the 200 pro- 
gram — 200 agencies that we fund in the Twin Cities are just filled 
with small organizations who are doing their charitable work be- 
cause they believe in it. They believe it’s the right thing to do. To 
use your words, it’s the moral thing to do. 
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The agency that Marcia talked about, Community Emergency As- 
sistance Program, $2 million budget, 22 staff in a community that 
has 10 percent people of color and they’re serving 60 percent people 
of color because they’ve come — and many of them are Somali, and 
they’ve come to our country for a different life, and supported by 
about 50, 60 different churches who really want to help people. We 
see it every day. Part of the reason people like myself and Marcia 
stay in this field is because we see what those individuals are will- 
ing to do, for the whole purpose of helping somebody other than 
themselves. 

Chairman LEWIS. Yes, Madam President? 

Ms. BERRESFORD. I think the point about moral voice is very 
important. I think we’ve all said it, and you’ve said it wonderfully. 
We need to have people who speak in more than sound bytes, and 
I think we need to have dialogs between the nonprofit sector, the 
business community, and government about what really guides our 
country and makes it great. 

I think we need to hear from people about where they think their 
values came from, what their values mean for them and what it 
animates them then to do, because that is inspiring, it creates pro- 
tection for other people to step out and do something, and we don’t 
have enough of that. We have much too much of the sound byte 
communication. I think if we can figure out fora in which we sit 
together and talk about these things in more than just a moment 
on the news, we will begin to restore the kind of community that 
we’re all Americans, we’re one house that you’re speaking of. 

Chairman LEWIS. Well, I thank you so much, and thank each 
of you for the words, your statement, your testimony. You made a 
wonderful contribution how we can better serve the interests of our 
diverse communities. We appreciate your patience. There being no 
further other business before the Committee, the Committee will 
stand adjourned. 

Thank you so much. 

[Whereupon, at 4:31 p.m., the hearing was adjourned.] 

[Submissions for the record follows:] 


Statement of African American Nonprofit Network 

Thank you for convening a hearing on this important issue and for the oppor- 
tunity to provide comments and background information on how the African Amer- 
ican Nonprofit Network (AANN) is addressing the issue of diversity in the nonprofit 
sector in the National Capital Region. Our own experience has been that there is 
a need for significantly greater diversity at the volunteer and senior staff level of 
nonprofit organizations and that recognition led us to develop the African American 
Nonprofit Network. 

Our Mission 

The mission of the African American Nonprofit Network is to significantly change 
the landscape of African American leadership in the National Capital Region so that 
nonprofit organizations can better empower the constituents they serve and have a 
positive impact on the community. 

Why We Were Established 

AANN was established in response to the acute shortage of African Americans in 
leadership positions within the nonprofit sector, especially those organizations serv- 
ing the diverse communities of the National Capital Region. 
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In order to adequately serve diverse communities, AANN believes it is important 
to have diverse nonprofit leaders who can understand and appreciate the unique 
needs of the region’s children, youth and families. AANN seeks to become a valuable 
resource that serves as the connector of African American executives and volunteers 
and the nonprofit organizations that serve diverse communities. 

A recent national study by the Urban Institute highlighted the acute shortage of 
minorities on nonprofit board positions finding that “Among nonprofits whose clien- 
tele is over 50% African American, 18% include no African American trustees. 
Among nonprofits whose clientele is 25% to 49% African American, 36% have no Af- 
rican American hoard members.” Among nonprofits whose clientele is more than 
50% Hispanic, 32% have no Hispanics board members. 

What We Do: 

AANN’s core group of local and national leaders with experience in both the non- 
profit and for-profit sectors, brought together their considerable personal and profes- 
sional networks of talented African American professionals to form a powerful net- 
work of African Americans who serve as conduits for distributing information on 
nonprofit board and staff leadership opportunities. 

AANN’s efforts focus on increasing a nonprofit organization’s access to talented 
African American candidates to fill senior staff positions such as executive director, 
CEO, CFO, COO, as well as board positions. 

Currently AANN has two established services: 1) a Positions Alerts program in 
which we assist nonprofits hy distributing senior staff leadership position descrip- 
tions through our network and 2) a Board Matching program in which we assist 
nonprofits in identifying talented African American as candidates for their boards. 

Since our formation in January 2007, AANN has begun to see success in matching 
African American professionals with nonprofit organizations. As we continue our 
outreach to nonprofit organizations and expansion of our network of professionals 
we expect to see significant impact on the landscape of nonprofit organizations serv- 
ing diverse communities in the National Capital Region. 

Again, thank you for convening this hearing on such a timely and important topic. 


African American Nonprofit Network (AANN) 

Board of Directors 

President 

Ike Fields, Chief Operating Officer, Integrated Resource Technologies 
Vice President 

Maxine B. Baker, Former President & CEO, Freddie Mac Foundation 
Directors 

Neil Albert, Deputy Mayor, District of Columbia 

Vicky Bailey, President, Anderson Stratton International, LLC 

James Forman, Jr. Associate Professor, Georgetown University Law Center 

Terri Lee Freeman, President, Foundation for the National Capital Region 

Artis Hampshire-Cowan, Sr. V.P., Board of Trustees, Howard University 

Kimberly Keating, President, Keating Advisors 

William Keyes, President, Institute for Responsible Citizenship 

Brig Owens, Partner, Bennett & Owens 

Jeffrey Penn, Vice President for National Recruiting of Mentors, Big Brothers, Inc. 
Ed Robinson, Consultant, Witt/Kieffer 
Kenneth Slaughter, Partner, Venable, LLP 

LeRoy Thompson, Managing Director, Top Management Assistance 
N. Joseph Watson, President & CEO, StrategicHire 

Executive Director 

Wanda L. Pierce 
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Statement of Ameriean Arts Allianee 

On behalf of the American Arts Alliance and its member organizations — ^American 
Symphony Orchestra League, Association of Performing Arts Presenters, Dance/ 
USA, National Alliance for Musical Theatre, OPERA America, and Theatre Commu- 
nications Group — I am happy to share with the subcommittee the extraordinary 
charitable efforts being made by performing arts organizations that enhance the 
quality of life of all Americans. 

The American Arts Alliance is a national network of more than 4,100 member or- 
ganizations and individuals comprising the professional, nonprofit performing arts 
and presenting fields. For more than 30 years, the American Arts Alliance has advo- 
cated for national policies that recognize, enhance, and foster the contributions the 
performing arts make to America. 

Performing arts organizations and artists provide unique, diverse, and essential 
benefits that create and sustain vibrant communities across the country. Nonprofit 
performing arts organizations provide learning opportunities for all citizens, inspire 
creativity and imagination, and provide common ground for citizens to come to- 
gether to build better communities. 

The arts illuminate the human condition, history, contemporary issues, and our 
future. 

The performing arts are an essential public good, and performing arts organiza- 
tions open the doors to full arts participation in America — by offering access to edu- 
cational opportunities for all, places to gather and belong, and giving citizens an ap- 
preciation of our nation’s culture and heritage through excellent artistic program- 
ming. 

The arts help democratize our citizens. Communities of all sizes across the United 
States look to the arts to generate economic activity and to improve the education 
our citizens. Collectively, the performing arts reach millions of people daily. It sim- 
ply is not true that only the wealthy elite are attending performances in a few con- 
cert halls around the country. Here are a few examples of the broad, diverse reach 
of the arts: 

• Over 3.6 million people, including a large number of at-risk children are served 
by the more than 1,283 outreach and education programs of 202 non-profit the- 
atres in the U.S. 

• More than 37,000 orchestra concerts in 2004-2005 reached audiences of more 
than 28 million listeners, and approximately 1,800 orchestras exist in all 50 
states. 

• 2 million people attended education and community programs served by U.S. 
and Canadian companies during the 2004-05 opera season. 

• 16 million people attended over 27,000 musical theatre performances in 35 
states and 7 countries in one year. 

• 3.3 million people attended dance performances before even counting the mil- 
lions who attend small dance companies’ performances in 2005. 

• 6 million audience goers attend a performing arts event each week according 
to the Association of Performing Arts Presenters. 

Millions of people attend nonprofit performing arts events cross all income and 
socio-economic groups and, through diverse artistic programming and community 
engagement activities, performing arts organizations increase access to the arts for 
all. A commissioned Urban Institute report revealed: 

• 77% of presenting organizations develop programs and performances for stu- 
dents K-12 

• 75% of presenting organizations offer free tickets through programs serving the 
poor, elderly and youth groups. 

• 54% of presenting organizations offer special services for persons with hearing, 
sight, or mobility impairments. 

The Institute for Innovation in Social Policy issued a report in 2005, “Arts, Cul- 
ture, and the Social Health of the Nation.” The findings of the report found that 
“arts and culture represent a vital component of social well-being. They create crit- 
ical social bonds, webs of affiliation that strengthen the nation, deepen our toler- 
ance, and grace our lives in unique ways.” The report found strong support by peo- 
ple at all income levels that place a high value on the arts. 

The Phoenix S 3 unphony is an ideal example of the kind of efforts being made by 
orchestras across the country to serve diverse communities and its citizens through 
a network of funding efforts. The Phoenix Symphony’s education programs are intro- 
ducing more than 50,000 students to music through education and youth-engage- 
ment programs. As part of these efforts, the Phoenix Symphony has for seven years 
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partnered with the Salt River Pima-Maricopa Indian Community. The program 
called, One Nation, has successfully promoted cross-cultural awareness and in- 
creased access to music education for hundreds of Native American children and 
families. 

One Nation received National Endowment for the Arts funding and support from 
the Arthur M. Blank Family Foundation to help expand the program from a small 
pilot project to a school-year long project. Over time, individual donors and other 
members of the community have endorsed the project attracting additional funding, 
and increasing public participation and attendance. A teacher at the Salt River High 
School, Chris Wakely, has noted,” One Nation has had a huge impact on our stu- 
dents, not just musically, but also socially and behaviorally.” 

Programs like One Nation happen daily in communities across our country pro- 
viding lifelong learning opportunities. Few investments realize the economic, not to 
mention the intangible, intrinsic benefits that only arts make possible. 

The nation’s nonprofit performing arts organizations are supported by a delicate 
balance of foundation, corporate, government and individual support. Over and over 
again, civic leaders and arts supporters have designated their donations to be used 
for ensuring the vitality of the nonprofit performing arts organizations that anchor 
their communities, and often specifically provide funding to ensure broad reach into 
our diverse communities as well as sponsor free tickets and performances. 

Wealthy patrons gifting large donations to build symphony halls, performing arts 
centers and theatres make headlines. Yet in reality for every multimillion-dollar gift 
there are thousands of smaller gifts made by citizens across the economic and social 
spectrum to support the arts. A recent 2006 report by PEW Charitable Trust, look- 
ing at the arts and culture institutions in Philadelphia found that “the vast majority 
of contributions (96%) came from individual donors, who made 266,000 contributions 
to the fundraising efforts of arts and cultural organizations in the region. The aver- 
age contribution was $300 from individuals.” 

The arts belong to everyone, and are supported by a broad network of donors. Ac- 
cording to a survey of 800 random households in 10 American cities, the vast major- 
ity of citizens believe that the presence of live, professional performing arts in the 
community improves the quality of life, promotes understanding of other cultures, 
fosters pride in the community, and contributes to the education and development 
of children. The same study found that communities with performing arts organiza- 
tions attract “super-citizens” — volunteers, voters, philanthropists and other active, 
civic-minded participants. Those that attended live professional performing arts 
tended to volunteer and vote more often. Frequent attendees volunteer at a rate of 
86%, as opposed to 53% of non-attendees. 

Individual citizens of all income levels and from all socio-economic backgrounds 
play an important role in keeping the performing arts alive and ensuring their ac- 
cessibility to all citizens. We must embrace the intentions of these donors, and en- 
courage their charitable and philanthropic efforts, which contribute to our health 
and vitality as a nation. 

The performing arts are an indispensable part of our society. Charitable donations 
to the arts guarantee their future access by all Americans. And, the arts ensure the 
best for America’s future; children increase their academic achievement through 
arts and music education, and this is especially true in our underachieving schools; 
performance centers anchor community revitalization efforts in our blighted cities; 
audiences find common ground across racial, social and economic boundaries. The 
performing arts provide inspiration and hope. 

The arts belong front and center in our charitable giving portfolio, with full tax 
benefits granted to every donor. 


Statement of Amerieans for the Arts 

Mr. Chairman, Americans for the Arts would like to take this opportunity to re- 
spond to the question of whether or not charitable organizations are serving the 
needs of diverse communities. This is not only a question of an allocation of re- 
sources any organization commits to a particular racial, cultural, or ethnic group, 
but also whether non-profits appropriately value the diverse perspectives that com- 
pose their communities. Given the country’s increasing changes in demographics, an 
additional inquiry was raised in the subcommittee hearing as to whether or not the 
leadership of these same non-profit organizations is culturally sensitive to the de- 
mands of a population with constantly shifting cultural needs. We believe that in 
the arts field, these questions are being addressed by both national charitable orga- 
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nizations and the local non-profit agencies in pursuit of cultural equity. While our 
service to the field has not yet attained total equity, we are striving to administer 
programmatic responses that one day will. 

Americans for the Arts, a 5,000 member non-profit organization dedicated to 
Americans for the Arts is the nation’s leading nonprofit organization for advancing 
the arts in America. With 45 years of service, we are dedicated to representing and 
serving local communities and creating opportunities for every American to partici- 
pate in and appreciate all forms of the arts. Americans for the Arts and local arts 
agencies across the country have made the goal of cultural diversity a foundational 
principal. This commitment is demonstrated by a host of programmatic initiatives 
that recognize the importance of cultural diversity not only in access to the arts and 
the inclusion of diverse perspectives, but also in the composition of those organiza- 
tions. 

More can be done in the arts field to advance multicultural expression and access, 
as more can be done in the other charitable fields to provide greater expansion of 
resources to diverse groups. Whether they are defined as under-represented cultural 
minorities or as underserved segments of the population, we believe steps are being 
taken by our organization and countless other local arts agencies across the nation 
to develop methods and programs to fully realize the goal of providing access to the 
arts and arts education for all Americans. 

Americans for the Arts Initiatives 

Over the years, Americans for the Arts through its programmatic initiatives, Ani- 
mating Democracy, Art. Ask for More, and the Americans for the Arts Annual Con- 
vention, has steadfastly pursued the goals of cultural diversity and equity. 

In our programming, we always strive to present varied voices. Americans for the 
Arts, has always made an effort to include a diverse representation of the field 
through speakers at the annual conference. Arts Advocacy Day, and other events. 
In 1990, Maya Angelou was the Nancy Hanks Lecture followed by Barbara Jordan 
in 1993, Carlos Fuentes in 1996, and Billy Taylor in 1998. Annual Convention key- 
notes over the years have included Congressman John Lewis, Maynard Jackson, 
Ossie Davis, Henry Cisneros, August Wilson, Russell Simmons, Ray Suarez and 
many more. Our current Emerging Leaders Initiative identifies leaders of color in 
a more natural way. Proactive recruitment through scholarships and positions on 
leadership councils has promoted age, gender, geographic, and cultural diversity. 

Animating Democracy: A national arts and civic engagement program 

Animating Democracy’s two main grant making initiatives — the Animating De- 
mocracy Lab (1999-2004) and the Animating DemocracyAVorking Capital Fund Ex- 
emplar Program (2005-2007) have both focused support on leading small and me- 
dium sized organizations that have encoded true diversity into core values, mission, 
and practice. These include mid-sized African-American, Latino, Native American, 
and Asian American arts groups that are building sustainable organizations that 
support their artistic and community missions and serving as role models for the 
field. Through Animating Democracy’s work with these cohorts of grantees, Ameri- 
cans for the Arts has learned to structure meetings and learning experiences that 
embrace and honor multiple cultural traditions. We have shined a light on the cre- 
ative and progressive practices of these leading organizations, documented a signifi- 
cant body of their work and best practices for the benefit of the field, and brought 
their leaders and stories into circles where cultural policy is discussed and formed. 

Art. Ask for More. National Public Service Awareness Campaign 

• Americans for the Arts launched a Public Service Awareness (PSA) Campaign 
focusing on the importance of arts education for children in 2002, including tele- 
vision ads featuring African American and Hispanic (in Spanish) artists. 

• Additionally, Spanish language radio and print ads featuring the Spanish artist 
“Francisco de Goya” were also released in Spanish language in 2004. 

• A second phase of the PSA campaign is currently in production and will also 
feature ethnic and racially diverse artists as well as Spanish language ads as 
part of the national campaign. 

Americans for the Arts Annual Convention 

• Americans for the Arts hosts Cultural Diversity peer group roundtables during 
each Annual Convention. For the past two years, the group has programmed 
joint peer group sessions with the Emerging Leader and Cultural Diversity peer 
groups. 

• The theme of the 2006 Annual Convention in Milwaukee, WI, Living Cultural 
Democracy: Arts in Changing Communities, was centered on diversity and shift- 
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ing demographics including issues of diversity: cultural, generational, geo- 
graphic, economic, gender, etc. 

Economic Development in Diverse Communities 

Arts & Economic Prosperity III: The Economic Impact of Nonprofit Arts and Cul- 
ture Organizations and Their Audiences documents the key role played by the non- 
profit arts and culture industry in strengthening our nation’s economy. This study 
demonstrates that the nonprofit arts and culture industry is an economic driver in 
communities — a growth industry that supports jobs, generates government revenue, 
and is the cornerstone of tourism. 

Nationally, the nonprofit arts and culture industry generates $166.2 billion in eco- 
nomic activity every year — $63.1 billion in spending by organizations and an addi- 
tional $103.1 billion in event-related spending by their audiences. The study is the 
most comprehensive study of the nonprofit arts and culture industry ever conducted. 
It documents the economic impact of the nonprofit arts and culture industry in 156 
communities and regions (116 cities and counties, 35 multicounty regions, and five 
states), and represents all 50 states and the District of Columbia. 

This research provides another aspect of how the arts sector relates to diverse 
communities: the potential of arts organizations to provide economic development 
possibilities in aspiring communities. This link is most specifically found in a local 
study by University of Pennsylvania researchers, “More than other social institu- 
tions, arts and cultural organizations thrive in economically and ethnically diverse 
neighborhoods. . . . Arts and cultural organizations are dominant in economically 
diverse neighborhoods. In ethnically and economically diverse neighborhoods as 
well, arts groups compose 10 percent of all organizations, nearly twice their propor- 
tion in homogeneous neighborhoods (5.6 percent).” ^ Arts organizations, perhaps 
more than any other local charitable organization, can have a profound effect on the 
economic activity in a developing neighborhood. 

Local Arts Agencies Initiatives 

Local arts agencies are Americans for the Arts’ key constituency and advancing 
full and affordable access to the arts are at the heart of their mission. Local arts 
agencies meet community needs by using the arts to address social, educational, and 
economic development issues as well as by supporting “art for art’s sake.” They 
make grants, provide services to artists and arts organizations, and present arts 
programming to the public. Typically, local arts agencies lead community cultural 
planning — a community-inclusive process of assessing local cultural needs and map- 
ping a plan of implementation. 

Of the 4,000 local arts agencies today, three quarters are private non-profit orga- 
nizations, of which many are designated official arts agencies for their communities 
and entrusted with granting government funds. The remaining quarter are govern- 
ment agencies. Because of their quasi-governmental structure, many local arts agen- 
cies are able to execute their mission with increased access and greater service to 
their communities. 

In a comprehensive national review published by Americans for the Arts profiling 
local arts agencies addressing cultural diversity and cultural equity, several trends 
and conditions emerged. 

• Success requires moving beyond numbers and statistics. By integrating cultural 
diversity with all agency programs and addressing issues of attitudinal change, 
recognizing that cultural diversity and cultural equity issues need to be in- 
cluded in areas other than funding. 

• Leadership is a fundamental element to provide assistance in building diversity. 
Arts administrators must recognize that individuals both within their organiza- 
tion and out in the community must work together to make a difference. When 
individuals representing both the traditional and multicultural organizations 
step forward and declare the need for cultural diversity and equity and the com- 
mitment to working on its achievement, there is a greater likelihood that the 
community will respond. 

• Foster an attitude in which there is a mutual respect and consideration for all 
those involved. The process is not a “bottom/down” or “expert and novice” ap- 
proach. All viewpoints deserve to be aired, and the process is one which vali- 
dates the diversity of experiences and establishes understanding and respect for 
differences. 

• Continued and long term commitment on the part of the agency and the commu- 
nity to deal with the complexities and hardships of achieving cultural diversity 
is necessary. Communities that have sustained significant changes in the areas 
of cultural diversity and equity have done so as a result of continued efforts 
over a period of at least five or more years. 
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• Policy statement that defines cultural diversity for the community. Development 
of specific language which defines cultural diversity and equity for the entire 
community and agency. This provides clarity for those involved in the process. 

Most agencies addressing cultural diversity and equity issues are doing so 
through a formal planning process. This process may be agency driven or at the re- 
quest of the community. In many cases, cultural diversity and equity are defined 
as part of a comprehensive cultural planning process. In other cases, consideration 
of cultural diversity and equity are the intended outcome of a targeted plan. 

We would like to provide the committee with successful program examples that 
demonstrate the commitment from our members and organization. These examples 
also demonstrate the response from local arts agencies and governments to the in- 
creasing needs of culturally diverse communities through local initiatives in the arts 
and also through federal arts in education grants and assistance. 

Local Arts Agencies Program Outreaeh Examples 

Alexandria Commission for the Arts, The Alexandria Cultural Plan, Alexandria, Vir- 
ginia 

The Alexandria Commission for the Arts, sponsored in part by a grant front Na- 
tional Endowment for the Arts, embarked upon a cultural planning process to iden- 
tify goals and objectives for the next five years. Although cultural diversity and eq- 
uity were not explicit goals of the plan, opportunities to address these issues were 
present. 

Goal One: Create public awareness and build public interest in the participation 
and support of Alexandria’s cultural resources. Of eight objectives and strategies, 
two were particularly pertinent to addressing cultural diversity and increased access 
to underserved audiences. 

• Expand the visibility of Alexandria’s arts organizations of color through collabo- 
rative marketing and marketing technical assistance by working in partnership 
with Alexandria’s churches and neighborhood associations to better publicize 
performances and events. 

• Create neighborhood art/cultural development plans utilizing Commission 
granting programs and services to help further neighborhood-based cultural de- 
velopment, through the support of new and emerging organizations and through 
support of programming that is neighborhood focused. Provide technical assist- 
ance and collaborative opportunities for audience development/marketing for 
neighborhood-based organizations and artists, to enable them to become more 
visible throughout the city. 

Goal Two: Utilizes Alexandria cultural resources to address community needs. 
The following objectives and strategies reflect opportunities for greater participation 
by the entire community: 

• Develop and expand models for partnerships between arts and Neighborhood 
Recreation Centers to address social and community development needs; 

• Expand the Commission’s role in programming, utilizing the recreation centers, 
building on the 1994 Kennedy Center/Dance Theater of Harlem Community 
Residency model of special workshops and classes open to residents regardless 
of financial ability to participate. 

• Ensure the development, upgrading and maintenance of appropriate performing 
visual, and education arts facilities for Alexandria by continuing to develop 
plans for the proposed arts incubator, modeled after small business incubators, 
to serve small and emerging cultural organizations. 

The Los Angeles County Arts Commission, Los Angeles County, California 

The Los Angeles County Arts Commission is a local arts agency, acting in an ad- 
visory capacity to the County Board of Supervisors and granting over $4 million in 
county funds annually. Its mission is to foster excellence, diversity, vitality, under- 
standing and accessibility of the arts in Los Angeles County. It provides leadership 
in cultural services for the County, including information and resources for the com- 
munity, artists, educators, arts organizations and municipalities. 

In response to the findings of Arts in Focus, Los Angeles County (the Arts Com- 
mission in partnership with the Los Angeles County Office of Education) embarked 
on a year-long, community-based planning process. In 2002, the County Board of 
Supervisors, the County Board of Education and the County Arts Commission 
unanimously adopted Arts for All: Los Angeles County Regional Blueprint for Arts 
Education, which presents a series of policy changes, educational initiatives, and es- 
tablishment of a new infrastructure to ensure all 1.7 million students receive a 
high-quality K-12 arts education. This program was profiled in testimony by the 
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Commission’s Director of Arts Education before the U.S. House of Representatives 
Labor, Health and Education Appropriations Subcommittee earlier this year. 

Inner-City Arts, Los Angeles, California 

Inner-City Arts, a non-profit organization in Los Angeles provides arts learning 
services to students in the L.A. unified school district. Their three-year Arts in the 
Middle (AIM) Project will expand and rigorously evaluate an innovative, cohesive 
model for delivery of arts-based instruction to remedial grade six English learners. 
The Project’s strategy will extend community resources to under-resourced urban 
middle schools in order to improve academic performance among English learners 
by integrating standards-based arts education within the core Language Arts cur- 
ricula of grade six students. The Project’s target population is remedial grade six 
students who are at extreme high risk of academic failure due to low levels of 
English Language Development. Assuming it is successful, the goal is to replicate 
it within other Los Angeles schools. This project directly supports the school dis- 
trict’s 10-year plan for arts education. This program is currently funded, in part, 
through an Arts in Education grant from the U.S. Department of Education. 

Civic Arts Commission, Civic Arts Funding Program, Berkeley, California 

Like many smaller local arts agencies, the City of Berkeley has limited funds to 
grant for arts activities. However, the Civic Arts Commission has developed a policy 
statement that defines its commitment to organizations of color and underserved 
communities. The following language is included in the Funding Program Guide- 
lines: 

The City of Berkeley is committed to: 

• The growth and stabilization of Berkeley arts organizations and its artists. 

• The support of organizations and artists that represent diverse cultures includ- 
ing ethnic and racial minorities, deaf and disability cultures, seniors, youth, 
gay, lesbian and feminists. 

• The empowerment and equal representation of cultural perspectives that have 
been traditionally/historically via access to funding programs. 

• Encouraging collaborations between organizations, artists, and the communities 
in which the applicants reside. 

• Activities that contribute to the development and enhancement of the Berkeley 
community or specific neighborhood or particular constituencies. 

The Civic Arts Program maintains its commitment to organizations of color and 
underserved communities by awarding a majority of its funds to organizations dedi- 
cated to providing activities to Berkeley’s diverse communities. Subsequently, large 
budget organizations (which Berkeley defines as organizations with budgets over 
$150,000) can apply only for Community Outreach and Arts in Education projects. 
All other small and emerging organizations can apply for support former funding 
categories in addition to, Project and Production Support, Technical Assistance and 
General Operating support. (Criteria to evaluate applicants focuses on specific diver- 
sity outreach activities. 

Conclusion 

The mission of Americans for the Arts, like its local arts agency stakeholders, is 
to provide access to the arts for all. Serving the needs of underserved and under- 
represented communities is an inherent central goal of that mission statement. 
Through national arts organizations diversity initiatives, cultural plans that foster 
economic development in aspiring neighborhoods, and outreach efforts by local arts 
agencies, the non-profit arts sector strives to meet the challenges shared throughout 
the philanthropic community. 

We would like to thank you for the opportunity to share our work and hope the 
Subcommittee will continue to support the efforts of the non-profit arts field. 

Footnote: [“Re-presenting the City: Arts, Culture, and Diversity in Philadelphia.” Mark J. 
Stem and Susan C. Seifert., University of Pennsylvania, School of Social Work, April 1999] 


Statement of Association of Art Museum Directors, New York, New York 

The Association of Art Museum Directors (AAMD) is composed of the directors of 
170 of the leading art museums in the United States, with additional members in 
Canada and Mexico. We are grateful for the opportunity to submit written testi- 
mony for the record on the issue of whether philanthropy serves diverse commu- 
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nities. The following statement addresses philanthropic grants to museums. It also 
addresses how museums serve their communities, regardless of funding source. 

Art museums are among the most used and cherished institutions in their com- 
munities. 

• Total annual attendance at AAMD member museums in the United States is 
approximately 50 million. 

• Most AAMD institutions report that between five and ten percent of their at- 
tendance is in the form of organized school groups. 

Additional children are served by individual visits, outreach, and on-line pro- 
grams. Given the parlous state of art education in the public schools, especially in 
inner-city schools, art museums are the sole source of exposure to visual art for 
many at-risk children and youth. Any discussion of philanthropy and diversity must 
take these facts into account. 

Beyond the numbers, though, it is important to state what museums stand for. 
As a former museum director said just last month. 

Our museums reflect creativity, history, culture, ideas, innovation, exploration, 
discovery, diversity, freedom of expression and the ideals of democracy. Today, mu- 
seums matter more than ever, as museums protect and preserve our culture and 
civilization. In these dark and dismal days of nationalism; religious wars; terrorism 
and torture; museums present the highest ideals and achievements of humankind 
to be admired and cherished. 

America’s museums were founded in many cases by generous individuals who be- 
lieved that art should belong to the people. Their attitude was in marked contrast 
to Europe, where collections formed by royal and aristocratic patrons were often un- 
available to a broader public. The public-spirited generosity of American donors both 
of art and of funding then and since is a living tradition that has enabled museums 
to offer affordable access to unique collections. The motto of the Taft Museum of Art 
in Cincinnati expresses it with succinct elegance: One Family’s Treasure. Art for All. 
In the same city, the Cincinnati Art Museum offers free admission due to the gen- 
erosity of donors stretching back to 1906, when Mary Emery established a fund to 
make Saturday admission free to all; free general admission for children was subse- 
quently endowed by local corporations; and finally, a generous gift from The Richard 
and Lois Rosenthal Foundation established free general admission for everyone at 
all times. 

All of AAMD’s members share a commitment to serving the public through exhibi- 
tions that inspire, entertain, and confront the issues of the day. They offer edu- 
cational programs and classes for people and families of all ages, origins, and socio- 
economic status. Their programs for teachers — showing how to connect works of art 
to school curriculum in every academic subject — are irreplaceable. All partner with 
other community institutions, including health, human service, and education orga- 
nizations, appljdng the unique resources of the arts to serving a wide variety of pur- 
poses. Our institutions are anchors in their communities, often serving as the cen- 
terpiece of new or revitalized neighborhoods, providing jobs, attracting tourists as 
well as residents, and in a less literal sense, helping to form the community’s iden- 
tity — its sense of self 

There is still too little diversity in the top leadership ranks — a reality that we are 
committed to changing. Our adult audience, while diverse, is still not diverse 
enough. Nevertheless, education and community engagement — not just outreach, 
but actual engagement — are at the heart of museums’ missions. It is worth citing 
a landmark report that our sister organization, the American Association of Muse- 
ums, issued in 1992 after two and a half years of intensive work. Titled “Excellence 
and Equity: Education and the Public Dimension of Museums,” it sets forth guid- 
ance on ten basic principles for museums, of which the first three are: 

• Mission: Assert that museums place education-in the broadest sense of the 
word-at the center of their public service role. 

• Audience: Reflect the diversity of our society by establishing and maintaining 
the broadest public dimension for the museum. 

• Learning: Understand, develop, expand, and use the learning opportunities that 
museums offer their audiences. 

These principles are now universally accepted in our field, and art museums are 
committed to using their encyclopedic collections, which range over five thousand 
years and are drawn from every known civilization in every part of the world, to 
speak eloquently to diverse audiences. Museum collections are a primary resource 
for people who wish to learn more about their own heritage, regardless of race, reli- 
gion, ethnicity, or economic resources. America’s non-profit system ensures that 
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these collections are held in trust for the public — not just part of the public, but all 
of it, and not just for today’s audiences, but for the future as well. 

To prepare this testimony, AAMD polled the members of its Education Com- 
mittee. Their response was immediate and overwhelming. Here is a small sample 
of what they had to say: 

The director of the Delaware Museum of Art reports: 

The Museum currently has over 60 partnerships with community groups such 
as Kuumba Academy, a charter school for the arts that mostly serves economi- 
cally needy children, the Latin American Community Center, Girls Inc. and 
other agencies that service disadvantaged people. Since my arrival in 2005, I 
have met personally with many community leaders to ask them how the Mu- 
seum can meet their needs. They have responded unanimously that while their 
people need many basic services they also need the creative outlet and emo- 
tional oasis that only an art museum such as the Delaware Art Museum can 
provide . . . 

The director of the Queens Museum says that his museum “is in America’s most 
diverse county, and a large section of our audience is immigrants. Therefore it 
makes sense that: 

• We employ a community organizer to work in our 90% “minority” local commu- 
nity; 

• We conduct free digital media (and other) classes in Spanish; 

• Our admission is by voluntary contribution; 

• All events are free; 

• Family workshops at the Museum cost $2 for materials; 

• Our most expensive program is an art camp at $50 per week, and scholarships 
are available; 

• Two fully trained art therapists on staff work with special needs communities; 

• 50% of executive staff and 60% of overall staff members are people of color; 

• Our staff speaks eight languages; and so on.” 

At the Baltimore Museum of Art, the tour most requested by school groups — and 
BMA welcomes 20,000 students each year — is the African collection, because the 
study of Africa is a curriculum element in Baltimore’s public schools, and the mu- 
seum affords a unique means for children to learn about the continent’s history and 
culture. Its African collection was founded in 1947 by wealthy white donors and it 
continues to be the most rapidly growing collection in the entire museum. The mu- 
seum is planning a major reinstallation for which important financial support has 
been received from the city government. Surely it is significant that a city with no 
lack of social needs sees fit to invest in its art museum. We note also that just last 
year a donor endowed a free admissions policy, for all, and in perpetuity. Since that 
policy went into effect last October 1, attendance at family programs has grown by 
88 percent. 

In Flint, Michigan, with a population of which 53% is African American, and with 
statistics that are high in unemployment, poverty and illiteracy, the recently rede- 
signed and greatly expanded Flint Institute of Arts has risen as a symbol of renewal 
and a catalyst for change. It offers a wide range of exhibitions and educational pro- 
gramming which provide an invaluable resource to the community — educationally, 
socially, economically and culturally. Located in the heart of the city, the FIA serves 
nearly 100,000 visitors each year, of which 30% are students (kindergarten through 
12th grade), in public schools and alternative educational programs. Admission to 
FIA galleries is free of charge and most FIA programs (classes, films, etc.) are dis- 
counted. However, the FIA is not funded by Federal, State, County or City dollars. 
One third of the FIA’s annual budget is supported through income from endow- 
ments; another third is from earned income. The remaining third is from the finan- 
cial support of generous, civic-minded individuals. It is arguable that eliminating in- 
ducements like tcix deductions will reduce the frequency and amount of gifts given, 
in which case, the underserved will continue to be just that — underserved. 

The Frick Art & Historical Center in Pittsburgh offers free and reduced rate pro- 
grams to schools and families in need. Thanks to foundation grants, over the past 
year it has provided scholarships to 450 students, teachers and families. Addition- 
ally, the Frick provides free programs to schools and community service organiza- 
tions in neighboring areas where the population is predominately African-American. 
Over the course of ten years and through four distinct community programs, nearly 
12,000 children and chaperones from at-risk, high-poverty areas have been intro- 
duced to art, history and science through the collections and grounds at the Frick. 
All of the community programs are multi-visit and interdisciplinary, providing the 
students with an opportunity to learn about art and history in a variety of hands- 
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on experiences. Because of grants the museum is able to continue offering these 
community programs at no charge along with free busing, snacks and program ma- 
terials that allow the children to participate in creative take-home projects. During 
the 2006-07 school year, the museum collaborated with the Homewood-Brushton 
YWCA’s Departments of Teen Services and Children and Youth to design and imple- 
ment weekly or bi-weekly art and history programs. Goals for the teens stressed 
positive mentoring and leadership skills and incorporated the core values of the 
YWCA: Caring, Respect, Excellence, Safety and Trust. 

At the Montgomery Museum of Fine Arts, located in Montgomery, Alabama, exhi- 
bitions and works of art in the collection by African-American artists are a focus. 
The museum has, for more than twenty years, welcomed and provided free tours 
(with free art-making in the studios) for 3,000 third graders from the Montgomery 
Public Schools. The museum also provides free outreach presentations to kinder- 
garten classes and presents a special art-related puppet show followed by a tour for 
preschoolers. Other system-wide tours include public school seventh and eleventh 
graders at times when exhibitions have a direct relationship with the schools’ cur- 
riculum. The makeup of the students on these tours is a direct reflection of the di- 
verse Montgomery community. 

Expanding the museum’s offerings and appeal to other segments of the commu- 
nity, based on age, gender, ability economics, education and schedule is one of the 
museum’s top priorities. All public areas of the museum meet or exceed ADA stand- 
ards. The museum has designed programs for Korean families and for senior citi- 
zens, appealing to groups from assisted-living centers as well as individuals, and it 
has held initial planning meetings on addressing the small but growing Hispanic 
audience’s interests and needs. Its 4,000 square foot ARTWORKS interactive gallery 
is an ideal starting place for visitors with vision or hearing disabilities; the museum 
offers (with advance notice) “do touch” White Glove tours for the blind that closely 
guide and supervise sighted or blind visitors while they touch selected sculptures 
from the Museum’s permanent collection. 

The Montclair Art Museum (MAM) in Montclair, New Jersey exists to collect, pre- 
serve, present and interpret American and Native American art and to stimulate 
creativity in ways that educate, inspire and connect people of all backgrounds so 
that a deeper understanding and appreciation of America’s diverse cultural heritage 
enhances the overall quality of life in our community, region, and world. It is com- 
mitted to being an inclusive and diverse organization that respects and welcomes 
individual differences among people in order to offer the most meaningful art experi- 
ence to the widest possible audience. It strives to cultivate an environment that fos- 
ters productivity, creativity and individual satisfaction by celebrating such dif- 
ferences as race, gender, nationality, age, religion, sexual orientation, and physical 
abilities. 

Located in one of the most fully integrated suburban communities in the US, and 
with a Museum Board leadership that has included two Presidents and a Chairman 
who are African-American in the last six years, MAM attracts a racially diverse 
membership and audience. However, there are many other segments of the popu- 
lation that it works to serve; at-home mothers and caregivers of small children, fam- 
ilies who home-school, seniors, and all age groups in between. School-age children 
from all counties in Northern New Jersey and the metropolitan area visit the mu- 
seum, as well as autistic children and other children and adults with special needs. 
The museum’s Yard School of Art enriches the surrounding communities year in 
and year out by offering courses that have often been cut from many public school 
curricula. It offers free admission on Friday mornings in an effort to attract and sus- 
tain senior and other audiences and those from disadvantaged communities, and 
wherever possible educational events are free, as are the very popular Family Days 
that happen quarterly. The museum recognizes that key to new audience develop- 
ment is the participation of the museum’s minority stewards, trustees, docents and 
other volunteers who will play integral roles in working to develop sustainable rela- 
tionships with the target audiences. 

The Barnes Foundation in Merion, Pennsylvania has spent the past six years 
working to present educational programs to the students in the Philadelphia School 
District. For five years, the Foundation has presented a program, Patterns in our 
Culture which was designed for first and second grade students. Looking at patterns 
in art, literature, mathematics, music and dance, the program tied into the overall 
curriculum of the school. 

Currently the Foundation is partnering with the Philadelphia Museum of Art and 
three other institutions to build a curriculum for the entire fourth-grade of the 
Philadelphia School District. Art, Literacy, Museums seeks to increase the targeted 
students’ and teachers’ knowledge of the visual arts and museum experiences, illus- 
trate how the study of art can be used to advance literacy skills, and provide a new 
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model for art institutions working together to create basic programming that will 
increase their impact in the community. This program is fully subsidized by the par- 
ticipating institutions through contributions. 

The Philadelphia Museum of Art serves 76-80,000 Philadelphia school children 
annually. It reports that a single grant from a foundation enabled 13,927 Philadel- 
phia public school students to take part in lessons at the museum. At all times, chil- 
dren who are twelve years of age or younger are admitted to the museum free of 
charge, and students and seniors receive discounts every day. Classroom groups 
from Philadelphia’s public schools participate for free in programs serving K-12 
children. Another grant, from a different funder, allowed the museum to serve near- 
ly 6,000 people with visual and hearing impairments, mental and developmental 
disabilities, and physical impairments, as well as adults living in isolation or in resi- 
dential centers. The museum has also received grants for outreach programs for 
Chinese-American, African-American, and Latino residents. 

The Blanton Museum of Art recently opened its spacious new home at The Uni- 
versity of Texas at Austin with a mandate to serve as a “gateway” between univer- 
sity and the wider community of Austin and Central Texas. Its “Art Central” pro- 
gram provides high-quality, multi-visit museum experiences for 1,000 fourth- 
through-sixth graders in the Austin school district each year. A growing body of re- 
search attests to the effectiveness of multi-visit museum programs in raising not 
only visual literacy, but overall school achievement. The Blanton reaches out to 
schools that cannot afford regular museum trips by providing free bus transpor- 
tation to its Art Central classes. These vital educational programs which have 
served over 30,000 underserved schoolchildren in Austin would not be possible with- 
out the generous support of private donors and corporations. 

The museum offers free admission every Thursday to all visitors, and free admis- 
sion every day to children 12 and under. In its first year of operation in the new 
building, it welcomed 177,000 visitors. Of this number, 53,000 were free community 
visits — 30% of all visitors. 33% of visitors are non-Caucasian (12% Hispanicj. The 
Blanton’s ability to continue to offer high-quality programming for free to so many 
members of our community is entirely dependent on the generous support from indi- 
viduals and corporations without whose donations we would have to reduce our 
service to the outside community drastically. Indeed, this new cultural resource 
itself would not exist without the generosity of individual donors who understood 
the importance of sharing the Blanton’s cultural treasures with the entire commu- 
nity. 

The Museum of Contemporary Art San Diego has addressed diversity in many 
ways over the past twenty-plus years. All of the museum’s exhibition wall labels, 
texts, etc., are presented in English and Spanish, regardless of the exhibition sub- 
ject matter. Latinos are represented on both the staff and the board of trustees. 
Many exhibitions have addressed related themes, most recently the 2006 exhibition. 
Strange New World/Extrano Nuevo Mundo: Art and Design from Tijuana/Arte y 
diseno desde Tijuana. The museum has several school programs, including one that 
serves Title I schools in the poorest areas of San Diego. The museum has received 
numerous major grants for its community programs and audience development ac- 
tivities. These include grants of $500,000 or more from The Pew Charitable Trusts, 
the Wallace Foundation, and The James Irvine Foundation. 

In conclusion, we suggest that discouraging gifts to the arts by reducing their teix 
deductibility would have a counter-productive effect. It would lessen institutions’ 
growing ability to serve the very populations whom Members of Congress most wish 
charity to serve, and would deprive those populations of the chance to participate 
fully in civil society and to have access to collections and programs that speak to 
their specific needs and interests. The social safety net has many strands; weak- 
ening any single strand only diminishes the safety net’s overall integrity. We must 
insist that supporting the needy and supporting the arts are not mutually exclusive 
enterprises, and that the arts provide unique and irreplaceable service to this na- 
tion. Our service is not perfect, but the way to improve it is to provide more re- 
sources, not less. 

Thank you again for the opportunity to provide testimony on this important issue. 


Statement of Association on American Indian Affairs 

The Association on American Indian Affairs is an 85 year old Indian advocacy or- 
ganization with offices in Rockville, Maryland and Sisseton, South Dakota. We are 
governed by an all-Native Board of Directors who are members of tribes from all 
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regions of the country. Our current work is focused in four main areas: youth/edu- 
cation, cultural preservation, health, and tribal sovereignty. We work both nation- 
ally and at the grass roots level. 

AAIA was instrumental in obtaining the original Tribal Government Tax Status 
Act of 1982. The main purpose of that Act was to ensure that the federal teix code 
treated tribal governments in a manner comparable to states and their subdivisions. 
The legislation recognized that tribal governments were exercising their sovereign 
authority in providing essential services to their members and that they needed the 
same financial tools as states if they were to adequately serve their constituents. 

That Act has enabled tribes to obtain financing for and to fund a variety of essen- 
tial governmental services. However, inequities between state and tribal govern- 
ments persist. 

One such inequity involves that ability of tribes to create and/or support 501(c)(3) 
non-profit charitable organizations. As you may know, 501(c)(3) organizations pro- 
vide a variety of critical services throughout this country in areas such as health 
and education — services that are greatly needed throughout Indian Country. 

In order to maintain its charitable status, a 501(c)(3) organization must receive 
a substantial amount of public support — in most cases, at least Vs of its revenues 
must be generated from the public. Otherwise, it is classified as a private founda- 
tion. “Public support” is defined to include grants from “governmental units.” Be- 
cause tribal governments are not referenced in the applicable section of IRS code 
(section 170(c)(1)), however, tribal governmental funds are currently not classified 
as “public support”. Thus, tribal support for a non-profit organization serving its 
community could jeopardize its classification as a public charity. 

In addition. States are empowered by the Code to create organizations that sup- 
port charitable activities. These organizations can be accorded 501(c)(3) status. The 
IRS code does not provide for similarly created tribal organizations to be recognized 
in this manner. 

Why does it matter whether tribes can create and/or support charitable organiza- 
tions? The primary reason is that public charities are often better able to raise out- 
side funds to support their missions. Although tribes sometimes receive direct sup- 
port from private sources such as foundations, many foundations only support chari- 
table organizations. In some instances, foundation governing documents specifically 
place that limitation upon a foundation. In addition, the ability for tribes to form 
inter-tribal organizations that would be eligible for tax-exempt and foundation fi- 
nancing is inhibited by this “glitch” in the current code. 

Recently there has been an effort, spearheaded by Senator Max Baucus and oth- 
ers, to encourage foundations to direct more funding to rural America. If tribal com- 
munities have viable and vibrant non-profit organizations operating in their commu- 
nities, it is much more likely that they will benefit from these efforts. As explained 
in excellent testimony submitted to this committee by the First Nations Develop- 
ment Institute, foundations currently provide only a miniscule percentage of their 
funding to tribal communities. 

A Joint Tax Committee revenue chart indicates that these legislative changes will 
cost only $1 million over 10 years — a de minimis amount. (JCX-36-04, Estimated 
Budget Effects of H.R. 1528, the “Tax Administration Good Government Act,” as 
Passed by the Senate of May 19, 2004, Provision VII., Line 2.) These provisions 
were passed by the Senate previously in the 108th Congress as part of the “Teix Ad- 
ministration Good Government Act”, but that Act never became law because the dif- 
ferences between the House and Senate bills (on issues unrelated to these tribal pro- 
visions) were never resolved. 

These proposed amendments to the tax law are non-controversial, truly technical 
and can provide important assistance to tribal communities with minimal cost. We 
urge you to support their enactment. 

Proposed amendments to Section 7871 of the Internal Revenue Code: 

“Section 7871(a) (relating to Indian tribal governments treated as States for cer- 
tain purposes) is amended by striking ‘and’ at the end of subparagraph (C) of 
paragraph (6), by striking the period at the end of subparagraph (B) of para- 
graph (7) and inserting and’, and by adding at the end the following new para- 
graph: 

• (8) for purposes of 

• (A) determining support of an organization described in section 
170(b)(l)(A)(vi), and 

• (B) determining whether an organization is described in paragraph (1) or 
(2) of section 5()9(a) for purposes of section 509(a)(3).’.” 
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Statement of First Nations Development Institute, Longmont, Colorado 

Thank you for the opportunity to submit testimony for the record of this impor- 
tant hearing on whether charitable organizations are effectively serving the needs 
of diverse communities. 

Our statement reviews the involvement of First Nations Development Institute 
and other non-profit organizations in serving the needs of American Indian people 
and reservation communities. It then assesses the potential of non-profits to stimu- 
late and develop Indian reservation economies, and the role of traditional and alter- 
native philanthropic organizations in this effort. First Nations believes that tribal 
government funded charities are poised to play a key role in addressing the needs 
of Indian Country. Our statement concludes with a call to Congress, especially the 
Ways and Means Committee, to enact corrective tax legislation in order to remove 
barriers to the effective operation of charitable organizations that are formed and 
funded by Indian tribal governments. Such legislation is broadly supported and 
could be enacted at virtually no revenue cost to the federal Treasury. 

First Nations Development Institute — 27 years of Suceessful Ameriean In- 
dian Reservation-based Development 

First Nations Development Institute is a national American Indian-led 501(c)(3) 
non-profit organization that was founded in 1980. Through a three-pronged strategy 
of educating grassroots practitioners, advocating systemic change, and capitalizing 
Indian communities. First Nations Development Institute is working to restore Na- 
tive control and culturally-compatible stewardship of the assets they own — be they 
land, human potential, cultural heritage, or natural resources — and to establish new 
assets for ensuring the long-term vitality of Native communities. First Nations was 
founded with the belief that: “when armed with appropriate resources. Native peo- 
ples hold the capacity and ingenuity to ensure the sustainable economic, spiritual, 
and cultural wellbeing of their communities.” 

Throughout its 27-year history. First Nations’ mission has been, not only to elimi- 
nate poverty, but to build healthy and sustainable reservation economies. Although 
the reasons for reservation poverty are multiple and complex, only solutions pro- 
vided by Indian people, for Indian people, through the control of their assets, and 
crafted by their own development strategies, within the values of their own cultures, 
will succeed. First Nations’ strategic intent has always been to be the leader in em- 
powering and training Indian leaders and Indian people in their ability to control 
their assets and become self-sufficient and self-sustaining communities. 

First Nations Development Institute sponsors a comprehensive range of economic 
development programs, including programs that provide tribes and Native non-prof- 
its the training and tools required to effectively organize and develop the institu- 
tional capacity necessary to become active partners in giving and receiving philan- 
thropic dollars. Recognizing the large cultural and funding gaps between main- 
stream foundations and Indian communities. First Nations Development Institute 
began its unique and innovative grant-making program in 1994. As of August, 2007, 
First Nations’ grant-making program has given over $13 million dollars to over 600 
tribal and Native non-profit programs (this includes 516 grants to 331 organiza- 
tions). 

Always working to lead the way in addressing Indian Country’s most pressing 
issues. First Nations created and implemented its “Strengthening Native American 
Philanthropy” (SNAP) program in 1995 to actively address the need for more infor- 
mation about the emerging Native non-profit and grant-making sectors. Through 
SNAP, First Nations has been able to perform innovative research and collect much 
needed data related to American Indian controlled foundations including philan- 
thropic grant-making foundations sponsored by tribal governments. Through the 
programmatic side of SNAP, First Nations has also provided five American Indian 
foundations the support and start up assistance required to become long-term self- 
sustaining organizations. 

In 1994, First Nations launched the First Nations’ Eagle Staff Fund, a grant-mak- 
ing and technical assistance effort that brought together a collaboration of philan- 
thropic organizations interested in supporting Native economic development. In 
1996, after two full years of grant-making, First Nations assessed the applicants, 
as well as those receiving grants and were surprised with the results. The majority 
were Native non-profit organizations instead of the anticipated tribal governments. 

Emerging Non-Profit Sector and Potential for Economic Development 

Over the past 30 years, the Native non-profit sector has grown significantly in 
size, scope and effectiveness. First Nations’ own Native Asset Research Center (one 
of Indian Country’s premier research organizations), in an effort to identify this 
growing phenomenon so that they could conduct outreach, launched a two-year 
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study of the emerging Native non-profit sector. Based on 1995-96 IRS and internal 
data sources, over 1,500 Native-controlled non-profit organizations were identified. 

This landmark First Nations’ study. The Emerging Sector: Non-profits in Indian 
Country, showed that almost 83% of the organizations responding (a 35% response 
rate) were founded since 1970 as compared to 75% in the general society, indicating 
younger Native organizations. And if the trend of Native non-profit start-up were 
to continue through the second half of the 1990s as it had in the first five years, 
then more Native non-profits will have heen founded in the 1990s than in any pre- 
vious decade. (http://www.firstnations.org/publicationsArheEmergingSectorDraftApril 
2003 webversion.pdf) 

The majority, or 51% of the organizations, identified as being located in urban 
areas. However, 60% of all organizations indicate they serve both an urban and a 
rural/reservation-based constituency. This could indicate continuing close links be- 
tween urban and rural/reservation communities as well as the continuing migration 
of Native peoples between rural/reservation-based communities and urban centers. 
A closer look reveals that those groups that serve only a rural/reservation-based 
constituency are of more recent origins than the general group. This is an indication 
of a trend of more Native non-profits at the reservation-level. This has significant 
implications for the economy of reservations and the role and relationship with trib- 
al nations. 

Reservation-based non-profits accounted for three percent of employment in the 
tribal economy. This is compared to the overall U.S. economy where six percent of 
all employment is in the non-profit sector. Given the average $250,000 in annual 
revenue, one can begin to estimate the economic impact this growing sector plays 
in the Native economy. These 1,500 -h non-profits would represent $387.5 million in 
annual economic impact. Using a dollar multiplier, which is presumably higher for 
non-reservation based non-profits, elevates the impact of the Native non-profit sec- 
tor. Given that 46% of these non-profits are rural or reservation-based, where dollar 
multiplier is typically not much higher than 1:1, the impact is $178.25 million annu- 
ally for reservation economies. An additional $209.25 million flowing to non-reserva- 
tion/urban communities, where the dollar multiplier is typically higher, (e.g. a con- 
servative estimate of 2:1), makes the economic impact attributed to the non-reserva- 
tion non-profit sector of $418.5 million annually. 

The overall impact of the American Indian non-profit sector in 1994 was approxi- 
mately $600 million annually. Ten years later, we believe that the growth in the 
sector (based on a conservative 5% annual growth rate) would place its economic 
impact approaching $1 billion annually. 

Potential to Meet the Unmet Needs of Reservation Non-Profits 

Despite the increased and best efforts by Tribes to self-finance the emerging 
American Indian non-profit sector, the sector continues to struggle to receive an eq- 
uitable share of public philanthropic dollars. According to the National Indian Gam- 
ing Association, the vast majority of gaming operations engage in some form of phil- 
anthropic activity, accounting for at least $100 million in 2004 alone. There are at 
least 53 Native-controlled grant-making foundations in the nation, and the majority 
of them, or 33, are affiliated with tribes (only 17 are gaming tribes). These 53 Na- 
tive grant-making organizations provide funding for a broad range of social, eco- 
nomic, educational, and cultural programs. 

Although there are a few well-heeled national foundations that have clearly been 
leaders in providing funding for American Indians, they stand nearly alone among 
their peers. Multiple studies show a severe deficit in grant-making to American In- 
dians, a deficit that is out of proportion with the population and its needs. 

A 1998 Foundation Center study found that the total foundation funding allocated 
to American Indians from 1992 through 1996 varied between 0.5 and 0.9 percent 
of total giving. More recently, a 2002 Foundation Center study confirmed this same 
trend for the period 1997 through 2000, with funding allocated to American Indians 
ranging between 0.5 and 0.8 percent of total giving. According to Sarah Hicks and 
Miriam Jorgensen in “Philanthropy in Indian Country: Who is Giving? Who is Re- 
ceiving?”: 

The American Indian grantmaking by large U.S. foundations accounted for a mere 
0.287 percent of independent, corporate, community and operating foundations’ 
overall grantmaking resources in 1989, a statistic which apparently rose to 0.302 
percent in 2002 — Even if it were possible to include grants under $10,000 and 
grants from smaller foundations in the analysis, it is unlikely that grantmaking to 
American Indian issues totals any more than 0.5 percent of the U.S. foundation sec- 
tor’s overall resources. This percentage calls attention to the substantial gap be- 
tween the amounts of funding directed toward Native America (less than 0.5 per- 
cent) and the population size (1.5 percent of the total U.S. population). In the face 
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of still other considerations — such as the proportion of American Indians who are 
poor, tribes’ major institution-building and service provision needs, and the sheer 
volume of innovative approaches to social and civic concerns evolving in Native 
America — [the] lack of foundation engagement is truly startling. 

Even worse, a 1996 study by Ewen and Wollock found that in many cases, fund- 
ing by mainstream foundations to Native issues “does not even go to Native people 
or organizations, but rather to non-Indian museums or universities that study Indi- 
ans.” Foundation giving to American Indians in 2000, when reviewed by foundation 
type, showed that private foundations gave 0.6 percent, corporate foundations 0.3 
percent, and community foundations a mere 0.2 percent. 

American Indian foundations play an important role in directing philanthropic 
dollars toward economic and social development projects in Native communities. 
Take for example the Cherokee Preservation Foundation, which was established on 
November 14, 2000, as part of the Second Amendment to the Tribal-State Compact 
between the Eastern Band of Cherokee Indians and the State of North Carolina. 
The Cherokee Preservation Foundation’s purpose is to improve the quality of life of 
the Eastern Band of Cherokee Indians and strengthen the western North Carolina 
region. The Cherokee Preservation Foundation is funded by gaming revenues gen- 
erated by the Eastern Band of Cherokee Indians. It is an independent foundation 
that is not part of or associated with any for-profit gaming entity. The Foundation’s 
focus is on project planning and capacity initiatives that will enhance the Cherokee 
culture, facilitate economic development and job opportunities, and improve the en- 
vironment. The Foundation is helping the Eastern Band of Cherokee Indians and 
its neighbors address challenges that include the loss of jobs from manufacturing 
plant closures, potential environmental degradation due to increased traffic and lo- 
calized growth in specific areas, the deteriorating growth of small and medium busi- 
nesses in the region, and a decline in visits from tourists to Cherokee cultural 
events and institutions. Since Cherokee Preservation Foundation began making 
grants in 2002, it has awarded 375 grants totaling more than $30.7 million. 

American Indian charitable giving is needed to help fill in the deficit in non-Na- 
tive philanthropic giving in Indian Country. As noted above, however, most Amer- 
ican Indian non-profits are affiliated with Tribes and, as such, are hampered be- 
cause they do not enjoy the same status as other government sponsored non-profits. 
The fix is simple, of negligible cost and simply makes good sense. The problem and 
proposed solution are explained below. 

A Fix to the Tax Code Is Needed to Foster Effective Native Philanthropy 

Due to a glitch in the tax code, Indian tribal government support provided to 
charitable organizations is not treated the same as federal, state, and local govern- 
ment support. Further, tribal foundations structured as “supporting organizations” 
are not treated the same as foundations set up by units of federal, state, and local 
governments. This failure to treat tribal government grants as “public support” 
could result in a donee charity failing the public support test and being classified 
as a private foundation. 

In this statement for the record, First Nations Development Institute provides the 
background for the problem, as well as an explanation of two proposals: (1) treating 
tribal government charitable funding as public support and (2) treating tribal foun- 
dations as supporting organizations. These proposals are not only good policy, they 
are also low-cost. A Joint Tax Committee revenue chart shows that the proposals 
would cost only $1 million in foregone tax revenues over 10 years. See Joint Com- 
mittee on Teixation, May 20, 2004 “Estimated Budget Effect of H.R. 1528, The “Tax 
Administration Good Government Act,” as Passed by the Senate on May 19, 2004” 
(Fiscal Years 2004-13). (http://www.house.govljctlx-35-04.pdf, the tribal philan- 
thropy provision score is shown at VII.2). 

Background 

When an Section 501(c)(3) organization is formed, it is not only necessary to qual- 
ify as a charity in order to secure and maintain tax-exempt status, it is also critical 
to determine the sources of the charity’s support in order to be classified as a public 
charity as opposed to a private foundation. Why would one care about “public char- 
ity” vs. “private foundation” status? For a number of reasons, including the ability 
to utilize tax-exempt financing, to receive grants from private foundations and cer- 
tain other donors, and to operate in the governmental arena without being subject 
to burdensome tax rules aimed at regulating privately funded and controlled foun- 
dations. 

Unfortunately, there is a glitch in the Tax Code with respect to 501(c)(3) organiza- 
tions (when such organizations are formed under state or tribal law) if they are 
funded primarily by Indian tribal governments or controlled by such governments. 
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While the Tax Code generally treats government grants and other funding as “pub- 
lic support” (for purposes of classification of the supported 501(c)(3) as a public char- 
ity, it does not treat tribal government funding the same as funding from the fed- 
eral, state or local governments. 

This omission was never intended — it was simply that no one thought about the 
possibility of Indian tribal governments providing funding for charities when this 
section of the Code was drafted. Similarly, another route to public charity status — 
being structured as a “Supporting Organization” to a federal, state, or local govern- 
ment — is also technically closed to charities set up to support tribal governments be- 
cause of the failure of Section 7871 to address the public charity status of tribal or- 
ganizations. 

To remedy this technical glitch, First Nations Development Institute supports the 
two tax code amendments briefly described below: 

1. Treatment of Tribal Government Support as “Public” Support 

2. Treatment of Tribal Foundations as “Supporting Organizations” 

These provisions have previously been included in a bill passed by the Senate. See 
Section 153 of the Tax Administration Good Government Act (H.R. 1528, 108th Con- 
gress, Senate-passed version). Passage of these provisions (scored in 2004 by the 
Joint Tax Committee as costing only $1 million in teix revenues over a ten year pe- 
riod) is critical for all of those tribal governments who are sponsors and funders of 
non-profit charities (e.g., health care clinics, health and wellness centers, tribal mu- 
seums and cultural centers). 

First Nations calls upon Congress, especially the Ways and Means Committee, to 
enact two conforming tax code provisions that would put Indian tribal governments 
and the charitable organizations they form and provide funding for on par with 
those charities funded and controlled by federal, state, and local governments. 

Explanation and overview of the two provisions: 

1. Tribal Government Funding Issue 

Statute: 

• Section 170(b)(l)(A)(vi) of the Internal Revenue Code contains a “public 
support” test which can be met through the receipt of grants from the 
“governmental units” referenced in Section 170(c)(1). 

• Section 170(c)(1) references state and Federal Governments, but not trib- 
al governments. 

• Section 7871 (a Code section added by the Tribal Governmental Teix Sta- 
tus Act) treats Tribal Governments as States for other related purposes 
(e.g., deductibility of contributions under Section 170), but not for the 
purpose of the public support test. 

Analysis: 

• If tribal support is not treated as public support, tribal-funded founda- 
tions may experience difficulty obtaining classification as a public charity. 

• Although individual Tribes can avoid private foundation classification by 
using an unincorporated fund for grant-making, an incorporated charity 
funded exclusively by one tribe or inter-tribal foundation funded by two 
or three tribes could have difficulty qualifying as a public charity. 

Legislative Solution: 

• Amend Section 7871 to provide that tribes will be treated like states for 
purposes of determining support under Section 170(b)(l)(A)(vi). See Sec- 
tion 153, H.R. 1528 (Tax Administration Good Government Act) 
(108th Cong., as passed by Senate on May 19, 2004). 

• Note: H.R. 1528 was never enacted because a House-Senate conference on 
the bill was not held. 

2. Supporting Organization Issue 

Statute: 

• Section 509(a)(3) accords public charity status to organizations formed to 
support organizations described in Section 509(a)(1) or (2). 

• Section 170(b)(1)(A) references Section 170(c)(1), which lists various gov- 
ernmental units (but not tribal governments). 

• Section 7871 treats Tribal Governments as states for charitable contribu- 
tion purposes generally, but not for this specific purpose. 
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Analysis 

• For the same reasons set forth in Section B.l above, organizations that 
meet the supporting organization test because they are organized and 
controlled by a tribal government of a federally recognized tribe should 
be treated as public charity. 

Legislative Solution: 

• Amend Section 7871 to provide that tribes will be treated like states for 
purposes of determining whether an organization is described in para- 
graph (1) or (2) of Section 509(a) for purposes of Section 509(a)(3). See 

Section 153, H.R. 1528 (108th Cong., as passed by Senate on May 
19, 2004). 


In conclusion, First Nations’ research shows that public charitable organizations 
are generally under-serving Native communities. This is a problem that must be ad- 
dressed and First Nations Development Institute thanks the Oversight Sub- 
committee for its efforts to understand and assess the problem through this hearing. 

Of particular importance is to clarify that tribally-funded charitable organizations 
are treated the same for tax purposes other government-funded foundations and 
public charities. 

The Native non-profit sector in Indian Country is finding its feet. In doing so, it 
is providing much needed services that governments are not in a position to pro- 
vide — domestic violence assistance, alternative financing, counseling, entrepreneur- 
ship training, etc. With private philanthropies’ woeful under-investment in Amer- 
ican Indian communities, Tribes have no choice but to create and fund their own 
charitable organizations. But once they take the steps necessary to create high-im- 
pact, social-investment organizations, both tribal government donors and donee or- 
ganizations need to be assured that these critical institutions will receive the same 
tax treatment as those found in the public and charitable sectors outside of Indian 
Country. 

Today, we ask you to continue your support of American Indian people in redis- 
covering their right, and their power, to hope, dream and succeed. Gunalcheesh 
(Thank you). 

First Nations Development Institute submits this statement exclusively on its 
own behalf, and not on behalf of any individual, entity, or other organization. The 
Association on American Indian Affairs and the National Congress of American In- 
dians have worked with First Nations Development Institute in developing the leg- 
islative proposals described herein. 


Statement of Greenlining Institute 

The Greenlining Institute is a multi-ethnic advocacy and public policy center that 
focuses on issues of philanthropy to underserved communities and the economic em- 
powerment of our nation’s minorities. Our members include the three largest Afri- 
can-American churches in California, the Hispanic Chamber of Commerce, the Black 
Business Association, the Latino Issues Forum and the Mabuhay Alliance of San 
Diego. 

Absence of Diversity at Foundations 

Over one third of the nation is minority and an estimated two thirds of the poor, 
particularly the underserved poor are minorities. Low-levels of philanthropic giving 
to the poor weakens the ability of the hundreds of thousands of low income organi- 
zations serving the poor to effectively serve the poor. 

For years, advocates of civil rights and diversity have been concerned with the 
lack of diversity in the foundation sector. There are numerous studies and research 
reports that echo these concerns. In fact, Steve Gunderson, President of the Na- 
tional Council of Foundations, clearly admits that “There is not a study out there 
that says that foundations are appropriately serving minority communities on a per- 
centage basis.” 

Greenlining has compared current foundation practices to the redlining practices 
of banks, insurance companies, and other corporations. 
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Efforts in California to Hold Foundation’s Accountable 

The Chairs of the Legislative Latino, Asian and Black Caucuses in California 
have been national leaders on efforts to hold foundations accountable to commu- 
nities of color. 

Joe Goto, Chair of the Latino Caucus, Alberto Torrico, Chair of the Asian/Pacific 
Islander Caucus, and Mervyn Dymally, Chair of the Black Caucus, held a hearing 
on April 24, 2006 to discuss foundation diversity practices. Unfortunately, only a 
very small number of foundation leaders chose to participate in this important dis- 
cussion. The hearing revealed that some corporate foundations are outperforming 
private foundations in reaching the poor and underserved. 

Proposed Overview Hearing on Foundation Diversity 

We applaud you for Overview Hearings on Tax-Exempt Charitable Organizations. 
It is our hope that you will follow-up with Overview Hearings on Diversity in 
the Foundation sector. This proposed hearing could mirror other successful hear- 
ings on diversity. For example in 2004 the Financial Services Committee held a suc- 
cessful hearing entitled Diversity in the Financial Services and Access to Capital for 
Minority-Owned Businesses: Challenges and Opportunities. Although this hearing 
did not necessarily lead to legislation, the hearing itself, along with subsequent res- 
olutions from Congress, transformed the way the financial services sector responds 
to issues of diversity. 

Other Pertinent Issues to Explore 

Two issues that have not yet been explored but are being raised informally and 
often quietly to avoid potential foundation retaliation are: 

1. Whether foundations should count their administrative expenses as part of 
their grants when these expenses often equal 20 percent of grant dollars par- 
ticularly when foundation staff and boards are not sufficiently diverse; and 

2. Whether foundations are informally conspiring to restrict their grant giving to 
five percent of assets when their annual returns are generally in double digits. 
A 2 percent increase in grant giving from 5 to 7 percent of assets would in- 
crease foundation giving by approximately 15 billion a year, a sum greater 
than the total cash philanthropy of all corporations in America. ^ 

We would like to request a meeting with you in the near future to discuss the 
issues raised in our letter. We would be willing to travel to Washington D.C. to meet 
with you and your staff. We will call your office within a week to see if we can 
schedule a meeting. 

We applaud you for your significant contributions to justice and equality and look 
forward to working with you to ensure philanthropy effectively reaches our nation’s 
poor and underserved. 


Statement of National Council of Nonprofit Associations 

Thank you for your attention to the critical issue of charitable organizations’ serv- 
ice to diverse communities and for the opportunity to provide information on this 
topic. On behalf of the National Council of Nonprofit Associations (NONA), we are 
pleased to submit comments in reference to the committee’s hearing, “Charitable Or- 
ganizations and Diverse Communities.” 

The National Council of Nonprofit Associations (NCNA) is the network of 42 state 
and regional nonprofit associations serving over 22,000 members. NCNA links local 
organizations to a national audience through state associations and helps small and 
midsize nonprofits: 

• Manage and lead more effectively; 

• Collaborate and exchange solutions; 

• Save money through group buying opportunities; 

• Engage in critical policy issues affecting the sector; and, 

• Achieve greater impact in their communities. 

NCNA’s network of state associations provides direct assistance and builds capac- 
ity for the nonprofit sector. They understand the challenges nonprofits face daily as 


^We raised this particularly in the context of some foundations contending that to give more 
to underserved minorities might displace the amount they give to American icons such as the 
opera, symphony, and ballet. 
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they work to serve and respond to the needs of diverse communities. It is with di- 
rect experience and information from those on the front lines that we offer our com- 
ments to the question at hand. 

We appreciate the comments from our colleagues in the field that testified on Sep- 
tember 25, 2007. Their issues and recommendations are important. However, what 
was missing in the testimony was the extent of the problems facing charities trying 
to reach diverse communities and the urgency of the problems they are confronting. 
An overwhelming majority of charities ( 70 %) have budgets of less than $1 million. 
Because of their size, the challenges they confront are overwhelming, especially in 
terms of demand for their services. 

America’s nonprofit organizations are on the front lines of the battles against soci- 
ety’s most pressing problems: drug addiction, AIDS, homelessness, hunger, illit- 
eracy, crime, immigration, civil, and voting rights. Nonprofits provide care for our 
most vulnerable citizens — the young, the sick and the aged. Government has cut 
back funding for these essential services and left the nonprofit sector holding soci- 
ety’s safety net. Nonprofits are reaching out to businesses and individuals to fill the 
gap left by government disinvestment, but even with the best will in the world — 
and Americans are extraordinarily generous donors and indefatigable volunteers — 
charitable donations and volunteers alone cannot do the job. To keep the safety net 
strong we need a partnership of the government, business, and nonprofit sectors 
working together for the public good. 

From the perspective of the small and often unheard nonprofits we offer the fol- 
lowing general observations in three areas: budget constraints, relationship issues 
and proximity problem. 

Budget Constraints: Direct and Indirect Funding Opportunities are Insuffi- 
cient 

Fewer dollars are directed to organizations serving diverse communities, both 
from organized philanthropy and individual giving. Organizations serving diverse 
communities are likely to be located within the communities they are serving. They 
are grassroots and tend to be small. Because they are not part of a larger, heavily 
funded entity, they must rely upon the generosity of individuals to support their 
programs. The complexity and requirements of applying for public funds is often out 
of the reach of these small organizations. Many public funding programs require 
matching grants or require an organization to “front” the payment of services while 
awaiting reimbursement. These smaller organizations do not have the resources to 
cover the costs of delivering much needed services while awaiting reimbursement 
or payment for services rendered. 

'There are numerous examples of larger, more established organizations seeking 
to partner with grassroots organizations that have access to diverse communities. 
Such partnerships between these large, well-funded organizations and smaller, lo- 
cally-based groups seldom involve adequate transfer of funds to support the local 
group;s work. In many cases, these larger groups operate on a national level and 
devolve the outreach efforts to a grass-roots local nonprofit. While the underl 3 dng 
premise — that an indigenous organization familiar with the needy population may 
be better-positioned to address that need — is sound, the operating costs required to 
perform this service are not fully appreciated. 

Relationship Issues: Government and Small Nonprofit Partnerships are 
Embryonic 

Historically speaking, small nonprofit organizations have very little direct part- 
nership experience working cooperatively with larger governmental structures. 
While familiar with the protocols of town and/or county operations, these levels of 
government often function differently from national agencies. Additionally, federal- 
level government agencies seek assurances of quality service and sound guiding 
principles before funds may be directed to these small nonprofit groups. 

Small nonprofit organizations possess the ability and know-how to serve their 
communities. They are often doing the most innovative and exciting work. If an in- 
ability to serve does exist, it likely stems from limited or restrictive funding. How- 
ever, the front line nature of these small organizations puts them face-to-face with 
pressing problems, voiced by communities in need. Unlike a silent stack of regu- 
latory forms, hungry mouths cry for attention and small nonprofit groups try to do 
what they know to be right — they respond. They direct their money at people, not 
paperwork. Unfortunately, this does little to establish trust — in either direction — or 
a track record which the Federal Government may use as justification for expanded 
funding. Restrictions on public or philanthropic funds often do not provide the flexi- 
bility that allows front line nonprofits to deal with the most pressing issues at hand. 
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Proximity Problems: Federal Government is Buffered from Causes and Suf- 
fering 

As noted above, the distance between the Federal Government and some of the 
underserved diverse populations shrouds the urgent needs of these communities. 
Letters and emails expressing the critical need for funding do not command atten- 
tion in the way that the unblinking eyes of a hungry child motivate immediate 
intervention. Ringing telephones do not resonate with the same solemnity as the 
knocking of a single mother at the front door of the small community shelter. De- 
spite the commitment and concern of government officials, lawmakers, and leaders, 
the isolated nature of these diverse and underserved communities makes it difficult 
for those in Washington, DC to truly appreciate the urgency of these problems. 

Another distance, also of great concern to those who strive to improve the ability 
of nonprofits to serve diverse populations, is the growing gap in service levels be- 
tween well-served (high-profile, accessible) populations and these diverse (largely 
minority, heavily rural) groups. Efforts to connect nonprofit organizations with 
needy populations should, in theory, use a blind eye in evaluating who amongst the 
disadvantaged receives critical, life-preserving aid. But in the current situation, 
where our eyes are not trained to recognize all who require our attention, judicious 
oversight is sometimes necessary. Indeed, to ensure that such blindness does not en- 
able discrimination but rather prevents prolonged inequality, money must be raised 
for the exclusive purpose of serving diverse communities. The responsible use of 
charitable funds transcends “how” it is used to include “who” it helps. Our aware- 
ness of the “who” is incomplete, rendering our efforts, no matter how noble, ineffi- 
cient. 

In summary, we agree with the intent of the hearing that developing a plan to 
serve diverse communities is important and beneficial to the well-being of our entire 
country. We encourage the committee to consider the budget, relationship and prox- 
imity constraints inherent in serving diverse communities when making future rec- 
ommendations. We appreciate this opportunity to share our perspective and obser- 
vation and welcome the chance to continue to inform this very important dialogue. 
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